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EDITOR’S NOTE 


In order to place all available papers from the A.M.A. Cleveland meeting of November 
11-12, 1943 in a single issue of THE youRNAL, the January issue was expanded beyond its 
normal number of pages. Budget limitations and restrictions on paper require that this issue 
of THE JOURNAL be somewhat smaller than usual. The July issue will return to normal size. 


POSTWAR COMPETITION FOR MASS- 
PRODUCED, LOW-COST HOUSING 


WILLIAM WITTAUSCH 
Federal Housing Administration 


Eprror’s Note: Postwar planners are putting great 
emphasis upon housing as an industry to which much of 
the country’s expanded productive capacity can be de- 
voted when peace comes. Mr. Wittausch’s discussion of 
competition between new and depreciated housing intro- 
duces a new note whose importance must be recognized 
by the planners. 


HAT EFFECT will postwar con- 

W struction of 1,000,000 new dwell- 
ings annually have on the 30,000,000 
existing homes in the United States? 
Conversely, what effect will depreciation 
of existing homes have on new home con- 
struction, especially in the low cost field? 
These and other questions are being 


raised by men who are aware of business 
opportunities once our increased ca- 
pacity to produce can be directed to 
supply a long-deferred demand for more 
adequate housing. What form the pent- 
up demand for housing will take after 
the war, how builders can plan for it, 
and how existing property owners can 
cope with it, are all related problems 
which face the postwar housing industry. 

This particular article is not so much 
an attempt to look into housing’s future 
or to find a solution to its large problems, 
as it is an attempt to present some ideas 


375 








376 


THE JOURNAL OF MARKETING 





HOW NEW CONSTRUCTION AND DEPRECIATION CHANGE 


A CITY'S HOUSING SUPPLY DURING A DECADE 
(ESTIMATED CHANGE AND DISTRIBUTION PER 10,000 HOMES IN VARIOUS RENTAL VALUE GROUPS ) 


( EACH D REPRESENTS 100 HOMES ) 
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concerning new home construction and 
existing home depreciation in the per- 
spective of the total housing supply. 


CHANGES IN HousING SuPPLY OF 
AVERAGE City DuRING 
DECADE 


Chart I illustrates graphically what 
changes in the dwelling supply of an 
average city are created by the construc- 
tion of new houses on the one hand and 
the depreciation and demolition of exist- 
ing dwellings on the other. It shows how 
a slow but constant shifting or rotation 
of the shelter inventory alters a city’s 
housing supply during a decade. Since 
the chart is based on an analysis of 
changes in the non-farm housing supply 
for the nation as a whole during the last 
four decennial census periods, it is hard 
to believe that the process it demon- 
strates, if not the rate at which it takes 
place, will not continue to typify condi- 
tions in many American communities 
during the present decade as well. 

Although the figures are based on in- 
complete factual information about our 
housing supply and the chart gives an 
over-simplified presentation of a rather 
complex problem in housing economics, 
it serves to visualize shifts in the total 
dwelling supply which cannot be ignored 
by the housing industry in planning for 
postwar markets. 

An understanding of the process 
through which housing goes is made 
easier by looking at the total supply of 
housing in a typical American city (a 
community of 10,000 homes was chosen 
for purposes of illustration in the chart) 
in its entirety and grouped into several 
rental value brackets corresponding 
roughly to the quality and use-value of 
the individual dwelling units comprising 
each group. The five rental brackets 
adopted by the Bureau of the Census in 
1930 and the national percentage dis- 


tribution by these rental value brackets 
as reported in that year are used in the 
chart. They are adequate for present 
purposes since a method of approach 
rather than an up-to-date factual analy- 
sis is sought. What relationships be- 
tween new and existing housing does the 
chart bring out? 

The first thing the chart shows is that 
in the average community of 10,000 
homes only 1,460 newly-built homes are 
added during a decade, or less than 15 
per cent of the total. Thus, at the end 
of any ten-year period, for every 15 
families living in new houses, 85 families 
will be living in homes built prior to 
the beginning of the period. In other 
words, unless past trends are drastically 
changed, only one in every seven families 
can expect to move into a new house 
within ten years. The other six families 
will remain in their present homes or 
move into existing dwellings vacated by 
other families. Obviously, the job of re- 
housing our population in new homes 
will be a slow one at best, unless the 
housing tempo of the past is greatly ac- 
celerated. 

The second thing the chart shows is 
that the supply in each rental value 
group is made up, first, of houses which 
were in the group at the beginning of the 
decade; second, of houses added to the 
group during the decade through new 
construction; and third, of houses added 
to the group through depreciation from 
the next higher one. On closer inspection 
it can be seen that the proportion of 
newly built homes added to the total 
supply in any one rental value group be- 
comes progressively smaller in the lower- 
value reservoirs, whereas, the proportion 
of depreciated existing homes becomes 
progressively larger. Compare, for in- 
stance, the next to the highest with the 
next to the lowest rental value group. 
The chart shows that in the $50 to $75 
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rental value range almost twice as many 
homes (490 compared with 250) are 
added through new construction as 
through depreciation. In contrast, only 
one-fourth as many newly-built homes 
as depreciated homes (140 compared 
with 550) are added to the $15 to $30 
rental value group. 

In other words, if these figures give a 
true picture of how the rehousing process 
actually operates—and they represent 
our average experience during the last 
four decades—one in every three families 
able to pay $50 or more moves into a 
new house during any ten-year period, 
whereas only one in every thirty families 
paying less than $30 per month for its 
shelter has the opportunity to do so. 
Whether or not the future rehousing 
process can be altered from what it has 
been in the past remains to be deter- 
mined. 

The third thing the chart emphasizes 
is the fluid condition of the housing 
market in general. Newly built homes 
added to the supply of housing in one 
rental value group compete with existing 
homes which have depreciated from a 
higher price group through deterioration 
or obsolescence of the structure or the 
neighborhood, or both. Constant im- 
provements in building techniques and 
changes in housing requirements incor- 
porated in new dwellings cause the pro- 
gressive descent of previously built 
dwellings into lower value classes. The 
housing supply as a whole, however, in- 
creases and is replaced only gradually, as 
new homes are built in each of the vari- 
ous rental groups, while only a very 
small number of homes—16 in every 
1,000 or 1.6 per cent, according to the 
chart—are demolished or destroyed 
within a ten-year period. 

Principally, the chart illustrates that, 
despite the fixed location and long life 
characteristic of houses, there is a rota- 


tion of the yearly housing crop, as well 
as of the total housing supply. The cause 
seems to be the continuous downward 
shift in occupancy and financial stand- 
ards of existing dwellings combined with 
the influx of newly built dwellings at top 
values, usually, in their respective rental 
or sale categories. This important evi- 
dence of the dynamic character of the 
housing supply cannot be over-empha- 
sized. Its effect upon the industry can be 
appreciated only by those who have at- 
tempted to reconcile the conflicts be- 
tween new and existing housing inter- 
ests which mark our housing history to 
date. 


SoME FALLACIES IN CURRENT 
THINKING ON HousING 


Before considering the application of 
this analysis to plans for postwar mar- 
kets for new homes, we must consider for 
a moment the distinction between the 
market for shelter, o~ for “housing” in 
general, and the market for new housing 
to be purchased for use or investment. 

Basically, the market for both new and 
existing housing is made up of families 
able and willing to pay a certain propor- 
tion of their current income for the right 
to occupy a home during a given period. 
Since practically all families except 
newly married couples already occupy 
some kind of shelter, established families 
constitute a potential demand for hous- 
ing only to the extent that better homes 
can be provided for them at equal or 
less cost than they are currently paying 
in rent or monthly carrying charges. 
Moreover, if such families move, they 
need by no means move into new houses 
in order to improve their housing condi- 
tions, as evidenced by many millions of 
families who today live in houses which 
were not newly built for them. 

A serious error is made by those who 
translate the housing needs of millions 
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of low-income families into a vast poten- 
tial market for new low-priced, mass pro- 
duced houses. They mistakenly convert 
the fact that the standard of housing 
for the nation as a whole can be raised 
only by building new homes and de- 
molishing obsolete homes into a rule 
applicable to individual families. In fact, 
however, the standard of housing for 
an individual family is raised when it 
moves into a home which, all things con- 
sidered, is better than the one it occupied 
before, regardless of whether it moves 
into a new or into an existing dwelling. 

The quality of housing a family is able 
to occupy depends almost exclusively on 
its income. The more a family can afford 
to spend for its housing the better the 
home it will occupy. The building indus- 
try is constantly improving its product 
by offering more modern homes in better 
planned neighborhoods. The higher in- 
come families move into these newer and 
more desirable houses. Families who can- 
not afford to pay as much move into the 
older and less attractive existing dwell- 
ings left by those who move out; but by 
their standards, that is, as compared 
with what they left behind, their housing 
is also improved. 

Another common fallacy is to assume 
that, because the industry at present is 
finding a ready market for mass-pro- 
duced, low-priced, war housing, built to 
meet price ceilings and limitations upon 
the use of critical materials imposed on 
builders during this emergency, this 
same type of housing will find an equally 
ready acceptance after the war. That 
this conclusion does not necessarily fol- 
low is indicated by the opposition to this 
type of housing expressed in various 
legal stipulations which define it as 
“temporary” and specify that it be torn 
down after the emergency. 

Opposition to this low-priced housing 
stems from a very real feeling on the part 


of the public that the construction of 
housing which is of less than average de- 
sirability is contrary to the healthy de- 
velopment of a community. One does 
not need to be a housing economist to 
realize that the general average of hous- 
ing in a city is not enhanced by increas- 
ing the total dwelling supply of new 
houses of less than average quality. The 
instinctive objection to minimum-qual- 
ity new housing, regardless of how im- 
portant a technical achievement it may 
represent, is based on a very healthy 
suspicion. Too frequently low initial 
costs entail more than compensatingly 
high up-keep costs to be borne by the 
occupant, the owner, or the community 
as a whole. What appears to be an econ- 
omy at first often turns out to be an ex- 
travagance as time goes on. The finan- 
cial reason, therefore, is perhaps an even 
more potent reason than the aesthetic or 
emotional one in explaining why the con- 
struction of a large number of new houses 
for low income families may not ma- 
terialize. 

Every family can choose from the 
various kinds and types of homes on the 
market the one which seems to offer the 
greatest amenities and appears to be the 
most desirable at the price the family can 
afford. A new home or apartment with 
all modern conveniences, located in a 
pleasant neighborhood, offered at a 
monthly cost no higher than an obsolete 
home in a run-down neighborhood, is 
obviously in a better competitive posi- 
tion that the latter. If, on the other 
hand, the new home is much smaller, 
is not easily accessible, and lacks many 
of the amenities an older and larger 
home closer to schools and shopping 
areas offers, then the latter enjoys the 
greater competitive advantage. 

These are only a few of many criteria 
which determine the market price of a 
home. From the point of view of the 
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family renting or purchasing a home out 
of current income, the choice must al- 
ways be made among a variety of prop- 
erties; some, perhaps, newly built and 
as yet unoccupied, others old but offer- 
ing advantages which the new house 
may not. As the public becomes edu- 
cated concerning what to expect in the 
way of modern living accommodations, 
and as moving from one place to another 
is made easier, the quality of housing a 
family will be able to afford on its in- 
come will constantly increase. 


INCREASING THE COMPETITIVE 
Position or New HowsiInc 


The foregoing discussion makes clear 
that, if it is to market a million new 
homes a year, the construction industry 
must produce something more than just 
a better house for less money. To be sure, 
reducing the unit cost through the appli- 
cation of mass production methods gives 
the new house an advantage over the 
existing house. But there is a cost limit 
below which a builder cannot produce a 
new house which conforms to even the 
minimum building code requirements. 
In contrast, the owner of an existing 
house, faced with the need to recoup at 
least part of his investment, can set his 
price at whatever level competition in 
the local housing market forces him to 
accept. 

The competition between new and de- 
preciated existing homes is greatest in 
the lowest cost field. The simple reason 
for this is that for every house a builder 
can produce at less cost than comparable 
existing homes cost on the open market, 
several times as many existing houses 
will depreciate into the price group in 
which he is operating. 

What, then, can the home building 
industry, unaided by the community or 
without extra costs to itself, produce to 
overcome this handicap? It might a#- 


tempt to produce a kind of housing which 
offers certain advantages that cannot be 
found in existing homes regardless of 
price group. 

One such feature the construction in- 
dustry could incorporate into its product 
is to place houses on the land so as to 
provide a maximum of privacy, con- 
venience, and attractiveness, while main- 
taining accessibility to stores, schools 
and other community facilities as well as 
to the occupants” places of employment. 
Designs for such modern neighborhood 
developments are too well known to need 
discussion at length here. Nevertheless, 
they contain suggestions which the home 
building industry cannot afford to ignore. 

Another feature the industry might in- 
corporate into its product is to simplify 
the system under which the family living 
in a house pays for it. Recent changes in 
home financing methods have demon- 
strated that, for a number of reasons, 
families purchase new homes almost ex- 
clusively out of current income and on 
a minimum down payment. Without 
analyzing in detail the cause of these 
trends, one can say that the increased 
mobility of families, the expanding de- 
mands made on their income under 
modern living conditions, and their own 
susceptibility to the lure of new and 
modern gadgets in housing, are impor- 
tant contributing factors. Since these 
causes are not likely to disappear in the 
future, the home building industry might 
profitably develop a system of home 
financing which would combine some of 
the present day advantages of owning 
one’s home with those of renting and 
eliminate some of the disadvantages of 
both types of tenure. 


SPECIALIZED Housinc ENTERPRISES 


In an effort to produce housing which 
would offer the consumer of housing the 
environmental and financial advantages 
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just mentioned, the housing business is 
likely to develop enterprises large enough 
and strong enough to perform three spe- 
cialized but correlated functions. Thus 
the housing industry of the future might 
be expected to comprise these activities: 

First, but by no means the most im- 
portant one, is the function of developing 
the land and placing buildings on it— 
the construction function, in other words. 

The second comprises those activities 
which a real estate business engages in 
when selling or renting individual houses, 
collecting monthly payments or rents, 
and arranging the physical maintenance 
and fiscal affairs of properties placed in 
its care—in short, the management of 
investment property. 

The third function combines the vari- 
ous forces which attract private capital 
to new housing to be built or to existing 
housing to be acquired. This includes the 
initiation and formulation of plans which 
cause money to be invested in housing 
equities or mortgages. To be effective, 
this function would have to operate on a 
scale involving sums of money which 
would equal, if not exceed, the amounts 
of capital which banks and insurance 
companies have invested directly in 
stocks and bonds of industrial and public 
utility enterprises or indirectly in loans 


to finance consumer durable goods pur- 
chases. 

These three functions—construction, 
management and investment—are likely 
to develop into more distinct and inter- 
dependent fields of activity, as the pres- 
ent conflicting and overlapping busi- 
nesses dealing in one way or another with 
housing mature into a more rationalized 
housing industry. 

The Federal Government, in its en- 
deavor to build a higher standard of liv- 
ing, a more stable economy, and a 
sounder home investment procedure for 
the country as a whole, may be expected 
to guide and assist the development of 
the industry along these lines. On the 
other hand, the interest of local govern- 
ments in setting up controls over land 
planning and development which would 
help to stabilize the housing business, 
will have to be aroused by the citizens 
of individual localities—and to a much 
greater extent than heretofore. 

Stimulating local action to bring about 
conditions favorable to an active housing 
market after the war may be one of 
the home building industry’s important 
problems. Another, perhaps related prob- 
lem, is the inevitable competition newly 
built homes will face from depreciating 
existing homes. 











MONOPOLISTIC AND IMPERFECT COM- 
PETITION IN CONSUMER LOANS 


CLYDE WILLIAM PHELPS 
University of Chattanooga 


Eprror’s Note: Professor Phelps identifies the market 
for consumer personal instalment loans as one of both 
monopolistic and imperfect competition. He points out 
that the imperfectness of the competition arises largely 
from lack of uniformity in the pricing practices of the 
competing lenders. 

HE STATEMENT is commonly made 

that “the rate of interest is fixed in 
a competitive market,” and that this 
form of income is “‘earned and therefore 
justified” since it represents “payment 
for the performance of a service at no 
more than the fair competitive price of 
that service.’ 

It does seem that in at least some sec- 
tions of the commercial loan field there 
may be found markets with so many 
lenders and borrowers, both groups being 
shrewd and exceptionally well informed, 
dealing in a practically standardized 
service priced in a uniform manner, that 
the resulting situation is not a far cry 
from pure and even perfect competition. 

But it is quite otherwise in the field of 
consumer personal instalment loans. The 
market here very definitely tends to be 
one of monopolistic and imperfect com- 
petition. Parenthetically, it may be ob- 
served that I believe it is desirable to 
differentiate between pure and perfect 
competition and between monopolistic 
and imperfect competition in the interest 
of useful economic analysis and fruitful 
application of that analysis to public 
policy. Such differentiation is made by 
Chamberlain: “‘‘Pure’ and ‘perfect’ com- 

1 In contrast, it is said that, ““The rent of bare land, 
exclusive of improvements, is an unearned surplus,” 
and some wages and some pure profits are unearned.— 


Bye and Hewitt, Applied Economics, 3rd ed., rev., pp. 
446, 445, 462. 
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petition must not be identified; and to 
consider the theory of monopolistic com- 
petition vaguely as a theory of ‘imperfect 
competition’ is to confuse the issues ... . 
Purity requires only the absence of 
monopoly, which is realized when there 
are many buyers and sellers of the same 
(perfectly standardized) product. Per- 
fection is concerned with other matters 
as well: mobility of resources, perfect 
knowledge, etc.””? 

The distinction is more fully elabo- 
rated by Meyers.’ On the other hand, the 
tendency to assimilate monopolistic com- 
petition to imperfect competition, as 
merely or generally a frequent character- 
istic of the latter, seems to appear in 
Robinson’s work‘ and in that of very 
many other writers. 


ConsuMER Loans By COMMERCIAL 
BANKS 


The typical local market for consumer 
instalment loans is monopolistic both 
with regard to oligopoly (so few lenders 
that each is aware of his individual rivals 
and takes them specifically into ac- 
count)® and also with respect to product 
differentiation. The consumer instal- 


2 Edward Chamberlain, The Theory of Monopolistic 
Competition, 3rd ed., pp. 7, 25. 

3 Albert L. Meyers, Modern Economics, p. 127. 

4 Joan Robinson, The Economics of Imperfect Com- 
petition, pp. 18, 88-go. 169, 320-23. 

5 “Acting alone he may exert a direct and important 
influence on price, but he will not determine his policies 
without taking his rivals’ possible action into account.” 
—Bowman and Bach, Economic Analysis and Public 
Policy, p. 136. 

*“The introduction of product differentiation or 
heterogeneity extends enormously the scope of the 
problem, since each seller will have a strong interest 
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ment loan services offered by various 
lenders may be differentiated as to type 
of security required, loan policy and pro- 
cedure, collection policy and procedure, 
size of loan, schedule of payments, meth- 
od of charge, legal and social status of 
the lender, personal relations, and loca- 
tion of the lender.’ 

This situation of “oligopoly with dif- 
ferentiated products” (or, perhaps more 
properly, “differentiated services,” since 
we are discussing loans) is simply a spe- 
cial case or type of monopolistic com- 
petition. Because it is oligopolistic, the 
individual lender must take into consid- 
eration the reactions of competitors to 
any rate-cutting on his part for the pur- 
pose of securing more business and max- 
imizing his profits (or minimizing his 
losses). Because of service differentiation 
the elasticity of demand for the loan 
services of his particular firm is low, and 
therefore he may be still further inclined 
to avoid initiating rate competition and 
to utilize other means of maximizing 
profits or minimizing losses. 

Thus, throughout the past decade 
during which thousands of commercial 
banks have invaded the consumer per- 
sonal instalment loan field, there seems 
to have been no discernible general tend- 
ency to reduce the rates which they 
announced at time of entry. Instead, it 
would seem on the basis of the frag- 
mentary evidence available that the 
tendency has been in the direction of 
maintaining and sometimes increasing 





in preventing, if possible, the emergence of a competitor 
selling a product very close to his own, and competing 
with it much more than with the products of other 
sellers.” —Robert Triffin, Monopolistic Competition and 
General Equilibrium Theory, p. 121. 

7 Theodore O. Yntema, “The Market for Consumer 
Credit: A Case in ‘Imperfect Competition,’” Annals 
of the American Academy of Political and Social Science, 
March, 1938, pp. 79-81. Mr. Yntema’s concept of im- 
perfect competition embraces departures from pure as 
well as from perfect competition. 


the actual rates charged without appear- 
ing openly to do so. 

In 1942, scores of banks from coast to 
coast advertised loans to pay income 
taxes at rates stated to be 6% (or in 


TasLe I. BaAnK ADVERTISEMENT CLAIMING INCOME 
Tax Loans at 3% INTEREST 


WE ARE OFFERING 


INCOME TAX | sine 4% 
LO ANS Rate of 3 


All you have to do is: 


1. Call at the bank for our usual personal loan application; fill it 
out and return to us together with a signed copy of your income tax 
return. 

2. The bank will make a loan to you for the amount of your tax 
bill by crediting the proceeds to a Special Income Tax Account in 
your name. 

3. You can draw your personal checks on this account in approxi- 
mately four equal installments after March 10, June 10, September 
10 and December 10 in the year 1942 for purposes of paying your 
Federal income tax. 

. Payments in reduction of your loan will be due in monthly in- 
sta ments commencing April r. 

5. The rate of interest for these loans is only 3% with a minimum 
interest charge of $3. 

6. Single persons need No Endorser. Married persons, Only Signa- 
ture of Husband and Wife. 

7. Any balance remaining in the special account will be returned 
to you on or about January 15, 1943. 


The Chart Below Shows Complete Cost Including 
Life Insurance Protection on Unpaid Balances. 


























Amount Cost | pe g Monthly 

of Loan to You | You Receive | | Payments 
$100 | $3.50 | $96.50 $12.50 
$200 | $5.00 | $195.00 | $25.00 
$500 | $12.50 | $487.50 | $62.50 
750 | $18.75 | $731.25 | $93.75 

$1,000 | $25.00 | $975.00 | $125.00 





Other Amounts at Same Proportionate Cost. 
A 12 Month Payment Plan Is Also Available. 


some cases even three per cent) interest, 
but which actually cost the borrowers 
from 19% to over 40% per annum. For 
example, one New England bank adver- 
tised. ““We are offering INCOME TAX 
LOANS at the Low Interest Rate of 
3%.*® The pertinent part of this ad- 


8 B. E. Henderson, “An Open Letter to American 
Bankers on the Subject of Charges on Small Instalment 
Loans to Consumers,” April 2, 1942. 
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vertisement is shown in Table I. 

The use of these tax loan plans moved 
C. B. Upham, Deputy Comptroller of 
the Currency, to chide the bankers at 
the Credit Clinic of the American 
Bankers Association in Chicago on April 
17, 1942: ““Not only did this scheme en- 
able banks to take advantage of the 
generosity of the Federal Government in 


proximately double the stated discount 
rate .... Methods which make the rate 
appear to be lower than it actually is are 
highly objectionable, if not worse. These 
methods are causing many of our people, 
unskilled in accounting, to pay more 
than they think they are paying, more 
than they would be required to pay else- 
where.””® 


TABLE II. ANALysis or BANK CHARGES 























Cash Advanced Customer’ s sutenass Principal True Principal 
“ by Bank P @ 9.987 P Bal 
ry Ban ayments Per Month ayment alance 
March 15 $24.13 _ — — 24.13 
April 1 — $ 12.50 $1.20 $11.30 12.83 
May 1 — 12.50 1.28 11.22 1.61 
June 1 _ 12.50 16 12.34 10.73 
June 15 24.13 == _— — 13.40 
July 1 _ 12.50 .67 11.83 1.57 
August I — 12.50 .16 12.34 10.77 
September 1 -- 12.50 _— 12.50 23.27 
September 15 24.13 — — _ 86 
October 1 _ 12.50 .04 12.46 11.60 
November 1 -— 12.50 -- 12.50 24.10 
December 1 “= -- = -- = 
December 15 24.11 — a= — — 
Total $96.50 $100.00 $3.51 $96.50 Italics indicate 
credit balance 




















permitting quarterly payments of in- 
come taxes, but it also cleverly disguised 
a rate of interest ranging between 20% 
and 50%, depending upon the amount of 
the loan and the charge made by the 
particular bank.”’ 

The first step in the technique of cre- 
ating “‘cleverly disguised” rates, which 
allow banks to maintain or increase the 
actual rates charged by them without 
appearing openly to do so, is to state 
the cost of a consumer instalment loan 
as anumber of dollars or a percentage 
discount applied to the original bal- 
ance. 

“Tt is the present practice of banks to 
state the cost of borrowing in terms of a 
discount rate applied to the original sum 
borrowed . . . the true cost becomes ap- 


Such discounting and allied practices 
have been more severely condemned as 
resulting both in usury and in unfair 
methods of competition. It has been 
pointed out that in lending to consumers 
in most states, ““The banks must either do 
business illegally, or not do business at 
all. Most of them violate the law. They 
charge higher rates than the law allows, 
and use numerous devices for making the 
rates appear lower than they really 
are.” But authorities apparently have 
winked at violations, and penalties for 
usury in the case of commercial banks 

Senator P. W. Williamson, Chairman of Banks 
Committee, New York State Senate, in New York Sun, 
February 14, 1940. 

10 Constance Kent, “There Ought to be a Law,” 


Workers Education Bureau of America, August 15, 
1940. 
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are negligible, particularly when the 
amounts involved are relatively small. 
However, analysis of the cost of a loan 
under the plan shows it is not at the low 
interest rate of 3% claimed but at the 
rate of almost 10% per month or nearly 
120% per annum. Table II presents such 
an analysis of a loan to pay a $96.50 in- 
come tax in four quarterly instalments. 

On November 30, 1936, the Federal 
Trade Commission charged that the dis- 
count methods used by sales finance 
companies constituted unfair methods of 
competition in commerce, holding that 
they “Have the capacity and tendency 
to mislead and deceive, and have misled 
and deceived, a substantial part of the 
purchasing public into the erroneous and 
mistaken belief that the said ‘6%’... 
contemplates a simple interest charge of 
6% per annum upon the deferred and 
unpaid balance... .’’ The Commission 
was upheld by the United States Su- 
preme Court in I94I. 

But when the National Association of 
Sales Finance Companies attacked the 
banks for using the same misleading 
methods of stating charges, claiming that 
“many banks are indulging in fraudulent 
misrepresentation,” they learned from 
the Commission that Section 5 of the 
Act specifically exempts banks. Turning 
to the Secretary of the Board of Gov- 
ernors of the Federal Reserve System, 
they were informed that “neither the 
Federal Trade Commission nor the 
Board of Governors is authorized to in- 
stitute similar proceedings against 
banks.” 

It became clear that, with regard to 
practicing usury and engaging in unfair 
methods of competition, public policy 
would allow commercial banks to do just 
about as they pleased. And thus the 
commercial banks of the country re- 


1 Times-Sales Financing, April, 1939. 


placed the loan sharks as its leading body 
of usurers in lending to necessitous bor- 
rowers and people of small means, i.¢., 
its largest group of lenders charging rates 
in excess of those lawfully permitted. 

Today, very few commercial banks 
can be found that are not charging 
roughly double to treble, or more, in 
simple interest what they seem to be 
charging. In one study the charges re- 
ported by the banks, charging typically 
“6%,”’ would equal “true annual interest 
rates ranging from 7.7% to 30%. The 
bulk of the reporting banks extend loans 
at rates amounting to an annual inter- 
est cost of approximately 12 to 17 per 
cent on declining balances....” but 
“The ultimate cost to the borrower... 
cannot be computed unless account is 
taken...” of any rebates (or fines and 
penalties) involved." 

The banks in a local market generally 
tend to refrain from advertising rates or 
to quote the same rate (typically 6% or 
$6 per hundred per year), and among 
them competition appears to be largely 
upon other than a true price basis. 


Price CoMPETITION IN CONSUMER 
Loans 


On the other hand, the situation of 
oligopoly and differentiation, which 
characterizes the consumer personal loan 
field (and other retail markets for goods 
and services), does not preclude the de- 
velopment of vigorous competition on a 
price basis provided that prices are 
stated in a uniform true way so that 
they can be easily and accurately com- 
pared. This provision is now met only in 
that sector of the small loan field occu- 
pied by the licensed small loan com- 
panies required by law to state their 
total charges as a rate of simple interest 


13John M. Chapman and Associates, Commercia/ 
Banks and Consumer Instalment Credit, pp. 153, 156. 
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on unpaid principal balances and the 
credit unions using this same method. 

Under this plan, prescribed by the 
Uniform Small Loan Law since 1916, 
interest must not be taken in advance or 
compounded, and it must be computed 
on unpaid balances of the principal 
amount received by the borrower. And 
in addition to interest at the rate pro- 
vided for, no further or other charge or 
amount may be contracted for or re- 
ceived, except fees actually and neces- 
sarily paid out to a public officer. In 
brief, the rate quoted must tell the true 
rate of simple interest charged and must 
cover all the charges for the loan. 

The development of vigorous competi- 
tion among the licensed small loan com- 
panies began in 1928 when one of the 
great chains, operating in practically all 
of the industrial states having effective 
small loan laws, took the initiative in 
cutting its rates to 23% per month 
on unpaid principal balances. At first 
very few competitors met the cut (per- 
haps partly because they felt somewhat 
protected by service differentiation but 
probably mainly because they had been 
accustomed to charging the legal maxi- 
mum rates for so long that they regarded 
rate-cutting as incomprehensible and 
undoubtedly a temporary phenomenon) 
so the company greatly expanded its 
business, thus setting the stage for a 
bitter competitive struggle. 

But before this could materialize, the 
great business depression struck, sub- 
stantially increasing losses and costs, and 
it was not until 1936 that rate competi- 
tion among small loan companies was 
renewed on a widespread scale. From 
that time, however, until 1942, when 
loan volume fell off due to the effects of 
Regulation W, the rate competition con- 
tinued strong and, among other things, 
was responsible for many states reducing 
the legal maximum rates from the old 


32% figure. By 1941, because of this 
price competition among the licensed 
small loan companies, the maximum 
rates charged on a large part of their 
loans in most of the states having effec- 
tive small loan laws were lower than the 
legal maximums. 

It appears then that competition may 
be monopolistic (including both oli- 
gopoly and product or service differenti- 
ation) without being imperfect. How im- 
perfect or perfect the working of monop- 
olistic competition (or pure competition 
or monopoly, for that matter)" will be 
depends upon how imperfect or perfect is 
the knowledge of the lenders and bor- 
rowers, the freedom of movement of 
funds and/or of lenders and borrowers 
between different parts of the market, 
and the elasticity of supply (fluidity or 
mobility) of the factors of production. 


BorROWERS INABILITY TO DETERMINE 
True INTEREST CHARGES 


But the local market for consumer in- 
stalment loans as a whole tends to be one 
not only of monopolistic but also of im- 
perfect competition. And the imperfect- 
ness of the competition appears to arise 
mainly from the imperfect knowledge of 
the borrowers, particularly their in- 
ability to compare the different loan 
services offered and the true prices 
charged by the lenders." 


18 For example, Chamberlain, op. cit., p. 6, points 
out that “The actual price of wheat approximates very 
inaccurately its normal price, yet the individual wheat 
farmer possesses not a jot of monopoly power. The 
{long run] market, though a very imperfect one, is 
purely competitive. On the other hand, monopoly may 
exist under conditions which are ‘perfect,’ or ‘ideal,’ 
in other respects.” And Meyers, op. cit., p. 127, dis- 
tinguishes the following types of competition: perfect 
but monopolistic; pure but imperfect; monopolistic and 
imperfect; and pure and perfect. 

4 “The charges of most agencies are not easily cal- 
culable in interest terms, and therefore comparison of 
the various rates is difficult for most consumers.”— 
Gottfried Haberler, Consumer Instalment Credit and 
Economic Fluctuations, pp. 28-29. 
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This is not difficult to understand 
when it is realized that various groups” 
of competing lenders state their prices or 
charges according to different methods 
so that only an expert mathematician 
can compare them (by first reducing 
them to a common denominator of true 
cost with the aid of mathematical equa- 
tions) so as to select the cheapest source 
of credit available to him. And for the 
mathematically inclined, it is interesting 
to note that for reducing to a common 
denominator the charges made by com- 
mercial banks, industrial banks, andother 
lenders using the discount-plus method 
of stating charges, there are many dif- 
ferent formulas (e.g., the Constant Ratio 
Method, the Approximate Method, the 
Exact Method, the Actuarial Method) 
advocated “for calculating the yield, or 
equivalent interest rate, with a cor- 
responding number of different an- 
swers.’”!6 

The whole problem with all of its per- 
plexing and undesirable ramifications, 
would vanish if all agencies making 
small personal loans repayable in instal- 
ments were required to advertise, com- 
pute, and collect their total charges as a 
rate of simple interest on unpaid princi- 
pal balances. The simple rate of interest 
being given in the first place, it would no 
longer be necessary to discover it by 
manipulating mathematical equations. 

There are five main agencies in the 
market for consumer personal instal- 
ment loans. According to the Federal 
Reserve Bulletin, September, 1943, the 

1 The groups have tended to organize themselves 
into powerful national associations (like the Consumer 
Credit Department of the American Bankers Associa- 
tion, the Industrial Bankers Association, the Morris 
Plan Bankers Association, the American Association 
of Small Loan Companies, etc.) each fighting for its 
particular methods of stating charges in such a way as 
to secure advantages over competitors or to gain fair 
play. 


16 Milan V. Ayres, ““The Equivalent Interest Rate,” 
Time-Sales Financing, Nov., 1937. 


estimated amounts in millions of dollars 
of such loans outstanding at the end of 
June, 1943, for four of these agencies 
were as follows: Small loan companies, 
$371; commercial banks, $190; industrial 
banks, $174; credit unions, $118. The 
Bulletin carries no estimates of the out- 
standings of the fifth main source, the 
unlicensed lenders or loan sharks. 

The licensed small loan companies, 
which constitute the major agency and 
which number about 4,200 offices in 31 
states, are required by the state legisla- 
tion based on the Uniform Small Loan 
Law to state their total charges as a rate 
of simple interest per month (and, in 
some states, also per annum) on unpaid 
principal balances.!? This method is also 
common to the credit unions of which 
there are about 4,000 operating under 
federal law in 48 states and also a large 
number operating under state charters in 
some 40 states. Since credit unions are 
cooperative, non-profit enterprises, the 
members simply lending to and borrow- 
ing from themselves, the members would 
have no object in deceiving themselves 
by adopting some method of stating 
charges other than the simple interest 
method. 

In passing, it may be noted that credit 
unions are a very important factor in the 
small loan market in a number of states. 
For example, with reference to the Wis- 
consin credit unions, which favored a 
1943 bill to require use by the banks of 
the simple interest method used by the 
credit unions, it has been stated that 
these credit unions had “‘combined loans 
greater than those of all other personal 
finance or small loan companies doing 

17 This is because years of experimenting with dif- 
ferent systems of charging conclusively proved to social 
agencies that “the simple interest method was the only 
means of preventing manipulation of rates and im- 
positions on the borrower, and that there is no practica- 


ble method of preventing abuses in any system in- 
volving discounts or fees.””—B. E. Henderson, op. cit. 
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business in this state. Credit unions are 
the working man’s greatest source of 
credit for small loans .... Bankers are 
insisting that they should be allowed to 
operate in competition with credit unions 
and personal finance companies, but on a 
much more favorable basis which per- 
mits them to charge even greater rates 
than their competitors while their ad- 
vertising may deceive borrowers into be- 
lieving that bank rates are lowest.’ 
Other lenders than licensed small loan 
companies and credit unions (i.e., the 
commercial banks, the industrial or 
Morris Plan type banks, and the unli- 
censed lenders or loan sharks) use some 
type of the discount or discount-plus 
method. The discounts are stated 
merely: (1) either as a number of dollars 
(or as a number of dollars per hundred or 
some other amount, or as a number of 
dollars per hundred dollars per annum); 
(2) or as a percentage on the original 
balance, without revealing the rate of 
simple interest involved in either case. 
The discounts charged by these agencies 
cannot be compared with the simple in- 
terest rates stated by licensed small loan 
companies and credit unions without the 
use of mathematical equations, as previ- 
ously stated, which simply means that 
comparison is impossible for the over- 
whelming mass of consumer-borrowers.! 
Moreover, the advertised rates of com- 
mercial banks (or of industrial banks or 
unlicensed lenders) cannot even be com- 
pared with each other to any useful pur- 


18 Wisconsin State Journal, March 9, 1943. 

19 “Tt is an acknowledged fact that very few con- 
sumer borrowers realize the difference between dis- 
count interest and simple interest, particularly when a 
loan is repaid in instalments; also, to most borrowers 
the dollar cost per $100 and simple interest is one and 
the same. This fact, and it cannot be disputed, is the 
fundamental basis for my objection to the use of the 
discount method by banks when making consumer 
loans.”,—Robert K. Henry, Banking Commissioner, 
State of Wisconsin, “Personal Loan Legislation for 
Banks,” Mid-Western Banker, December, 1942. 


pose (to say nothing of comparing them 
with the simple interest rates of small 
loan companies and credit unions) al- 
though mathematical equations are used. 
This is because commercial banks, indus- 
trial banks, and unlicensed lenders fre- 
quently add to their advertised rates extra 
fees (for investigation, inspection, exam- 
ination, brokerage, service charges, loss 
reserves, insurance, and so on) and fines 
for delinquency at varying rates above 
that charged originally for the loan; fol- 
low different rebate policies; and often 
have flat minimum charges of different 
sizes and diverse miscellaneous charges. 

It will be interesting to consider a few 
concrete examples of these extras which, 
with insignificant exceptions, are never 
revealed in the advertisements of com- 
mercial banks, industrial banks, and un- 
licensed lenders. Even if they were fully 
revealed in the utmost detail, the task of 
handling mathematically the multitude 
of variables involved in trying to com- 
pare the original charges and extras of 
only a few banks, for the purpose of as- 
certaining the one having the lowest rate 
of cost, would prove highly formidable to 
even an average college professor. 

For example, with regard to the vari- 
able fees, those covering credit investiga- 
tion or service charges reported by the 
commercial banks surveyed by Chapman 
ranged from flat dollar fees of under $1 
to $5, and from flat percentage fees of 
1% or less to over 2%.?° These fees were 
added to the discount charged for the 
loan. A $2 fee added to a discount of 6% 
or $6 charged for a $100 12-months loan 
increases the true rate of cost from 
11.6% to 15.7% per annum. For loans 
of smaller amounts and shorter maturi- 
ties, the increase naturally is much 
greater. The practice of charging an 

20 Chapman, op. cit., p. 147. 


“The state supreme court said that practices of 
banks in adding a fifty cent or one dollar service charge 
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extra fee of $1 per $100 for insurance 
which costs the bank 65¢ or less” repre- 
sents a hidden charge to the borrower 
which brings in to the bank at least 
$3,500 extra income per million dollars 
of loans. 

A particular bank may charge several 
different kinds of fees in addition to its 
advertized rate of discount. To illustrate, 
the charges of an old established Eastern 
bank for a $100 12-month loan were: in- 
terest and discount, $6.93; investigation 
fee, $2; insurance charges, $2.29; bank 
service fee, $2.78. The total charge of 
B14 was at the rate of approximately 
26% per annum in simple interest. 

W ith respect to fines for delinquency, 
the “‘5 per cent penalty charge for delin- 
quent payments, which is common prac- 
tice,”*> may. greatly increase the bor- 
rower’s rate of cost since it represents a 
rate of 150% per month, or I 800% per 
annum, ian assessed on a “per day of 
delinquency”’ basic, or 25% per month 
(300% per annum) when assed on a “‘de- 
linquency unpaid over 5 days” basis. In 
February 1943, approximately 7% of the 
personal loans of banks reporting to the 
Consumer Credit Department of the 
American Bankers Association were de- 
linquent.* 

Probably most small borrowers are 
delinquent at some time during their 
contracts because there are as many 
opportunities for delinquency as there 
are instalment payment dates. And the 
habit of not paying bills punctually, the 
demands and emergencies of everyday 
life, and the narrow margin between in- 





on small loans sometimes made the total interest and 
service charge equal to 20 per cent.”—Jackson, Mis- 
sissippi, News, November 7, 1938. 

22 Chapman, op. cit., p. 149. 

*% Burroughs Clearing House, September, 1942. 

* Banking, May, 1943. At the end of August, 1943, 
the same percentage of delinquency was reported. 
Banking, November, 1943. 


come and expenses of most consumers 
make an appreciable amount of delin- 
quency an inevitable and permanent 
characteristic of lending to consumers. 
This situation obviously cannot be cured 
by fining consumers with heavy penal- 
ties; charging simple interest on the de- 
linquent payment at the contract rate 
would seem to be preferable. 

Rebate policies are very important in 
cases where charges for loans are made 
by the discount or discount-plus method, 
because most small instalment loans do 
not run the full length of the contract. 
Some are paid off before maturity and 
many are renewed with extension of 
additional cash to the borrower before 
the contract runs out. Unless all the un- 
earned discounted charges and fees are 
fully rebated, the rate of cost to the bor- 
rower is materially increased. 

For example, the true rate of cost on a 
$100 12-months loan discounted at 6% 
or $6, plus $2 investigation fee, is 15.7% 
per annum. But if it is paid off in three 
months, this rate rises to 21.2% if the 
bank allows full rebate of unearned in- 
terest but not the investigation fee; to 
29.3% if it rebates half of the unearned 
interest but not the investigation fee; to 
37.1% if it allows no rebate. Actually, 
there exists a bewildering variety of re- 
bate policies. 

With reference to other extras, flat 
minimum charges (which must be paid 
regardless of the size or length of the 
loan contract) made by discount or dis- 
count-plus lenders range from 50¢ to $10. 
These may greatly increase the rate of 
cost in terms of simple interest when the 
loan is very small, of short length, or re- 
paid before maturity. Thus, the cost of a 
$50 loan paid off in 6 months would be 
less at a 30% per annum small loan 
company (i.e., $4.54) than at any bank 
or other lender having a flat minimum 
charge of $5 or more, although the aver- 
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age consumer would undoubtedly as- 
sume that the loan would cost less at 
a bank than at a small loan company.* 

Finally, as examples of the diverse 
miscellaneous charges which are some- 
times imposed may be mentioned an 
extra charge of 25¢ each time a payment 
is made, an additional charge of so¢ for 
extending the payment date, and charg- 
ing a notary fee even when the notarial 
work is done by an employee without 
cost to the bank. 


ConsuMER Goops Pricinc VERSUS 
ConsuMER LOAN PRICING 


This differentiation in pricing, or ex- 
pression of charges, makes monopolistic 
competition far more imperfect in the 
case of consumer loans than in consumer 
goods generally. For example, in choos- 
ing a can of peaches, the consumer finds 
that whereas there is product differentia- 
tion to take into consideration, the dif- 
ferent brands are at least priced in the 
same manner—not some in cents, others 
in francs, and still others in drachmae,— 
and with containers of similar shape and 
bearing similar statements of contents— 
not some in ounces, others in cubic centi- 
meters, and still others in troy ounces. 
But in choosing among lenders to find 
his best and cheapest source of credit, 
the consumer is faced not only with dif- 
ferentiation in the services offered but 
also with different and (for him, at least) 
noncomparable methods of pricing. 

And as Yntema points out, “When 
such differentiation is accompanied by 
a large degree of ignorance on the part 
of buyers and a camouflaged price struc- 


% It may be recalled that the small loan companies 
licensed under the state laws based upon the Uniform 
Small Loan Law are prohibited from charging any 
extras; their quoted and advertised rates must include 
their total charges. This is in sharp contrast to the 
pricing practices of the commercial banks, the indus- 
trial banks, and the unlicensed lenders or loan sharks 
discussed in the text. 


ture, it becomes apparent why borrowers 
fail to shift from one lender to another 
in response to rate changes. ... Price 
competition may be promoted . . . most 
effectively by statement of the cost of 
credit in the only possible simple, uni- 
form way 45 @ true interest rate on unpaid 
balances, and by advertising the rate.” 
Haberler adds: “There can be no doubt 
that in many cases consumers do not 
know what credit is costing them. Even 
if they know the cost they are not told it 
in terms that would enable them to com- 
pare the rates of different credit offers, 
and few credit users are themselves able 
to compute equivalent annual interest 
from the data provided. Therefore even 
considerable differences in the cost of 
alternative credit opportunities open to 
them may escape notice unless all other 
conditions are precisely the same.’”?? 

Of course, it would be humanly pos- 
sible for the exceptionally few consumers 
who are highly skilled in mathematics to 
figure out the prices charged for different 
brands of peaches if they were priced ac- 
cording to the fantastic methods which 
actually exist in the consumer loan field. 
It would be a matter of reducing the 
cents, francs, and drachmae and the 
ounces, cubic centimeters, and troy 
ounces to a common denominator. And 
so it may seem possible for some to dis- 
miss the problem airily by concluding 
that: “If different methods are used by 
different lenders, and if lenders disclose 
all the charges borrowers will be asked 
to pay, comparison is possible if there is 
a common denominator in terms of 
which differently quoted charges can be 
equated.’”8 


26 Yntema, op. cit., pp. 79, 84. 

27 Haberler, op. cit., p. 88. 

28 As does A. A. Friedrich in “How Should Interest 
Rates Be Stated?” Banking, April, 1943. More realistic 
is the conclusion of Jackson S. Hutto, Superintendent 
of Banks, State of New York, that: 

“Experience has demonstrated that in the absence 
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That “comparison is possible” under 
the conditions assumed, has been ad- 
mitted in introducing the previous dis- 
cussion of extras. But it should be evi- 
dent to all that the task is too com- 
plicated for the mass of the borrowers. 

So those students who are interested 
in reducing the imperfectness of monop- 
olistic competition, as well as consumers 
in general, will undoubtedly ask: Why 
not have the lenders state their total 
charges in “‘a common denominator” in 
the first place just as is now done by the 
sellers of canned peaches? It has been 
stated that consumers “‘need to know the 
total charges as a percentage, per month, 
on the unpaid balance. Representatives 
of at least five million consumers said 
so.... Among these agencies are the 
National Educational Association, the 
General Federation of Women’s Clubs, 
the American Legion, the Farm Federa- 
tion Bureau, the American Federation of 
Labor, the League of Women Voters, and 
the Congress of Parents and Teachers.’’?® 
The Consumers’ Advisory Board held 
that: ““There is only one accurate way 
to express the price of the use of money 
—by a given rate on a given principal for 
a given time. Any other method of state- 
ment permits juggling with one of the 
variables, principal and time. In instal- 
ment credit the outstanding amount of 
credit declines from month to month. 
Therefore, the only accurate and out- 
spoken way to express the charge for this 
type of credit is in terms of a monthly 





of a standard method of rate statement, established 
preferably by statute, the typical borrower of a small 
amount, repayable in instalments after interest has been 
taken in advance, neither realizes the effective rate of 
interest he is paying nor is capable of making a com- 
parison between the varying rates charged by competing 
lenders.” —Ninety-Second Annual Report of the Super- 
intendent of Banks, State of New York, 1943, Part One, 
p. 48. 

29 William Trufant Foster, Consumer Loans By Com- 
mercial Banks, p. 29. 


rate on the current unpaid balance.’ 

Many ingenious answers may be prof- 
fered as to why most lenders oppose the 
adoption by all of a uniform method of 
stating charges. But there is only one 
real reason why practically all com- 
mercial banks,*! industrial banks,** and 
unlicensed lenders, as well as some 
licensed small loan companies,* desire 
to state their charges in diverse, non- 
comparable ways. This very natural 
reason is to differentiate further (with 
no net increase in utilities) their dif- 
ferentiated offerings by masking the 
price, and thereby secure considerably 
more than a “perfectly competitive” 
price or profit. 

This is clear when the situation of 
oligopoly and service differentiation in 
the local small loan market is considered. 
In such a situation the lender faces a 
demand curve which is less elastic (7.e., 
slopes slightly) than the perfectly elastic 


%° Public hearing, May 4, 1934, on the N.R.A. Retail 
Code. 

#1 “At the hearings before the legislature, the repre- 
sentatives of the banks have given no good reason why 
banks engaged in the small loans business should not 
use simple interest rates that are understandable by the 
borrowers instead of the complicated system which acts 
as a screen for bankers who are engaging in usurious 
practices.”—The Capital Times, Mad‘son, Wisconsin, 
April 14, 1943. 

% “Tt is thought that the ability of industrial banks 
to get higher rates [than ‘personal loan departments of 
banks, which make loans of almost identical charac- 
ter’], results from the lack of understanding by the 
borrowers of true rates charged... the Committee 
recommends that legislation be enacted compelling 
industrial banks to state the charge on each loan in 
terms of an inclusive simple interest rate on the unpaid 
principal balance, as licensed lenders and personal loan 
departments [in New York] are now compelled to do.” 
—Report of the Foint Legislative Committee, State of 
New York, February 3, 1941. 

% “The requirement that charges be computed at 
inclusive percentage rates was imposed upon the small 
loan business by law—at first over its virtually unani- 
mous opposition. Even today a considerable segment 
of the business would relish the opportunity to escape 
the disclosure of charges in such terms that the appli- 
cant can understand them and make satisfactory com- 
parisons.”—Rolf Nugent, “Why Not Candor in Small 
Bank Loans?” Survey Graphic, March, 1943. 
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demand curve (a horizontal straight line) 
of pure and perfect competition, but 
much moreelastic than the demand curve 
facing a monopolist. Hence, he can vary 
his price, but the limits within which he 
can vary it are rather narrow, and he 
may or may not be able to secure an 
element of monopolistic profit. 

In short, because of the differentiation 
in loan services, each oligopolist has a 
clientele which prefers his services to 
those of his competitors. Nevertheless, 
“he has to reckon with the fact that 
there are other goods [or services very] 
much like his, to which his customers 
may turn if they have sufficient incentive 
to do so. Too high a price for his goods 
may constitute such an incentive. Their 
preference for his product may be strong 
enough for him to get a little more than 
his competitors, but not much more.’ 
And to get “much more’”’ instead of “‘a 
little more” the easy solution in the 
small loan field is to phrase the price 
offer in such a way as to secure a high 
actual rate while appearing to charge a 
low rate.* 


A Unirorm METHOD oF PRIcING 
ConsuMER LOANS 


That the problem presented by the 
widespread existence of monopolistic and 
imperfect competition in the consumer 
loan and other retail markets is not to be 
solved by a “‘return to pure competition,” 


% Raymond T. Bye, Principles of Economics, 4th 
ed., p. 375: 

% “Misleading statements of the credit charge are 
common among many of our most respected institu- 
tions. Advertisements of personal loan departments of 
commercial banks are among the most deceptive. The 
phrase ‘banking rates,’ which most people would take 
to mean 6 per cent interest, has been used to describe 
contracts on which true interest rates approximated 24 
per cent if paid according to contract and much higher 
rates if the contract were renewed or if payments were 
delinquent.”—Rolf Nugent, “Social and Economic 
Problems of Consumer Credit,” Credit Management 
Year Book, Vol. VII, 1940, pp. 109-10. 


will probably be acknowledged by all 
competent students. In the consumer 
loan market such a return would make 
for inefficient utilization of resources if it 
were possible, which it is not. 

It would imply the indefinite multipli- 
cation of loan offices whereas even under 
today’s oligopolistic conditions too many 
offices are of less than optimum size. It 
would involve elimination of all differen- 
tiation in loan services whereas differen- 
tiation or specialization in these services. 
within limits, leads to greater efficiency 
and increases total net utilities to con- 
sumers by better satisfying the needs 
and desires of different borrowers and 
groups of borrowers. It would assume 
the abolition of personal relationships 
and other “impurities” in the marketing 
of consumer loans, which is an assump- 
tion impossible of fulfillment. 

On the other hand, it is being more 
generally recognized that in certain lines 
(at least at a given time) oligopoly or 
even monopoly (e.g., public utilities and 
the post office) may be more efficient and 
socially desirable, if suitably regulated 
than pure competition, and that product 
or service differentiation within limits 
has its economies and social advantages. 
Therefore, what seems to be wise social 
policy in the case of the consumer loan 
and many other retail markets is not an 
attempted elimination of oligopoly and 
product or service differentiation (as by 
limitation of the size of businesses, 
“‘breaking up big business,” or substitu- 
tion of governmentally standardized 
products for branded articles) but in- 
stead the introduction of practices which 
will help the existing monopolistic com- 
petition to function less imperfectly. 


36 For example, among the licensed small loan com- 
panies “the average size of the loan office is only one- 
fifth to one-third the optimum size of office which 
would operate with a minimum unit cost.”—Yntema, 
op. cit., p. 84. 
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The practices required are those which 
would tend greatly “to facilitate price 
comparisons and so increase the element 
of price competition.’’*’ And in the field 
of consumer loans the main improve- 
ment obviously would be made by estab- 
lishing some uniform method of pricing 
so that consumers could easily and ac- 
curately compare the true costs of the 
loans offered by competing lenders.** 

Thus, in 1941, the New York Joint 
Legislative Committee to Investigate 
Rates of Interest on Small Loans con- 
cluded its recommendations with the 
following: “Fair dealing requires that 
borrowers ... be informed as to the in- 
terest rates paid on loans. The Commit- 
tee recommends legislation compelling 
all companies under the jurisdiction of 
the New York State Department of 
Banks [state banks and trust companies, 
industrial banks, licensed lenders, and 
credit unions] to state the charge on each 
loan in simple interest on the unpaid 
principal balance, such statement to be 
made in the instrument evidencing the 

37 Meyers, op. cit., p. 189. 

38 “Competition, not only among personal finance 
companies but also among all consumer credit agencies, 
would undoubtedly be stiffened if they all quoted rates 
on a uniform basis; with the present variation in the 
methods of rate quotation it is difficult for the borrower 
to compare the prices he must pay for the various 
kinds of credit available to him.” —Ralph A. Young and 


Associates, Personal Finance Companies and Their 
Credit Practices, p. 18. 


loan as well as in the advertising in re- 
spect thereto.’”®, 

But it was Nebraska, in 1943, that 
was the first state to enact into law a 
comprehensive consumer loan program.*® 
This program contains laws which sub- 
ject personal loan departments of banks 
industrial banks, small loan companies, 
and credit unions to approximately the 
same type of regulation, and provide for 
computation of charges by all agencies 
as an all-inclusive percentage computed 
on unpaid principal balances—the simple 
interest method. 

Such requirement of lenders in the 
consumer small loan market to use a uni- 
form, simple and truthful method of 
pricing is not a panacea.“ But it would 
seem to be one of the most important 
and practical steps that can be taken to 
enable the monopolistic competition in 
this market to function less imperfectly. 


5° Report of the Foint Legislative Committee to In- 
vestigate Rates of Interest on Small Loans, State of New 
York, Feb. 3, 1941. 

4° Nebraska Laws 1943, L. B. 43 (commercial banks), 
296 (industrial loan and investment companies), 176 
(small loan companies), 255 (credit unions), and 419 
(excluding operators under the preceding Acts from 
usury laws). 

41 The best such method, it seems to the present 
writer, would be to state the total charges not only as a 
rate of simple interest but also as a dollars and cents 
figure. This would not only help the consumer in as- 
certaining which of the sources open to him offers the 
lowest rate of cost, but would also assist him in his 
budgeting. 











TELEVISION IN THE RETAIL FIELD 


I. A. HIRSCHMANN 
Bloomingdale Bros., Inc. and Metropolitan Television, Inc. 


Eprror’s Norte: This paper was originally read by the 
author before the New York chapter of the American Mar- 
keting Association. 


ELEVISION has had so many false 
a te that one is certainly taking a 
chance with his reputation in making any 
predictions about it or its use. But we do 
not have to prophesy to plan, and those 
of us who are interested in all the pos- 
sible ways of getting in touch with people 
now and in the future cannot afford to 
ignore the endless possibilities that tele- 
vision will offer. 


TELEVISION: A GRADUAL DEVELOPMENT 


I start with the assumption that tele- 
vision will come as a regular service for 
our people. It may be delayed. It may 
come in some variation of the forms that 
we have been seeing, but it will be here. 
Nobody can stop it. 

The people who might delay it or inter- 
fere with it may be those who would 
like to make it an pai a wonder and 
an overnight profitable success. That 
would be the most deadly means of re- 
tarding its development. 

I am told thac technically most of the 
television problems have been met 
through the coordination of the best 
engineering minds working under the 
auspices of the government in the war. 
In contrast, programming has not even 
had a start. And programming is a field 
that will interest all of us and will call 
for the best imagination and the best 
implements that we have learned to use 
in other related arts. I have absolute 
faith that we will learn how to do it well 
and learn how to do it inexpensively. I 
also think that we will probably learn 
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the hardest way, which in the long run 
is the best way and the way we seem to 
do things in this country. The most 
dangerous kind of thinking that we can 
indulge in is along these lines: 


(a) That immediately or soon after the 
war there will be a fully operating tele- 
vision set in everybody's home such as 
the ones that now have radio sets. 

(b) That television will be so revolution- 
ary that it will interfere with or frus- 
trate the moving picture business, the 
radio business, the newspaper business 
and change the habits of the American 
people. 


We ought to know now from the his- 
tory of even our most exciting develop- 
ments in the fields of communication 
and entertainment that it does not work 
that way. Moving pictures are just be- 
ginning to become less sappy, more in- 
telligent and well-integrated. Our mem- 
ories are probably short, for most of us 
forget that from 1920 to 1929 in the 
boom of the postwar era-radio went 
through fumbling preparatory stages. 
Television will also come gradually. If it 
does not, something will be wrong with it. 

Just as we moved into an unparalleled 
boom in advertising, with radio selling 
at a high level, we suddenly learned that 
the technical method for broadcasting 
was outmoded; that FM would supply 
a much more desirable service; that 
radio principals were rushing head-on 
to develop this new field which inevi- 
tably would replace our present AM 
radio. This ought to provide some kind 
of a lesson that there is no final technical 
word when you are dealing with the 
ether. There is no last frontier that we 
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know of in the field of the unknown. Our 
steps ought to be bold but well-aimed. 
And we must always anticipate the pos- 
sibility of some revolution around the 
corner from some of the fertile minds of 
the youngsters who will come out of this 
war, and who will have had first-hand 
opportunity to use their hands and 
mechanical instruments which will be 
tools of the future. This should not give 
us pause or haste but courage and con- 
fidence, for we know that the fields will 
be broad and open with newer possibili- 
ties and opportunities than any of us 
dared to dream about, even in our opti- 
mistic moments. 


PROGRAM STANDARDS FOR TELEVISION 


I want to make a plea for good stand- 
ards of programming for television in its 
early stages. I still think that radio with 
all its success is underselling the Ameri- 
can people; that it could be raised several 
notches higher in intelligence and appeal, 
sell just as much goods, if not more, sell 
good-will along with it, and sell itself as 
the valuable instrument that it is. Ad- 
vertising on radio need not necessarily 
be offensive or defensive. People will 
gladly give credit to a company that 
supplies decent entertainment, humor, 
music or information, and will do it all 
the more so if the assumption is made 
that the average listener is several 
grades above the moron stage. As long 
as I live I will continue to repeat that it 
is never necessary or desirable to talk 
down to people. We should bring people 
up to a product, not the product down 
to them. 

Not that the department stores have 
made effective use of radio! On the con- 
trary, it is apparent that stores have 
fumbled badly in the use of radio. When 
it was a new medium they ignored it, 
then feared to use it, and finally edged 
into it the wrong way. It is as specialized 


as any of the other departments in their 
stores and needs the same specialized 
approach and treatment. Only gradually 
are stores coming to a realization of this 
fact. 

I sincerely hope that department 
stores will approach television at the 
start with the thoroughness, intelligence, 
boldness and resourcefulness that they 
have used in developing their businesses, 
their displays and their newspaper ad- 
vertising. A great contribution to the 
entire field of television can be made 
by the stores. The store is a vital link 
in the promotion of this new medium. 
My impression is that department store 
owners will not be blind to it. Television 
will offer a miniature show window in 
everyone’s home. Great care, time, and 
in some ways large expenditure is in- 
dulged in stores’ exterior show windows. 
We are only now coming to appreciate 
the need for vital interior display. It will 
require this kind of specialization and 
extra skill and research to build the ef- 
fective show windows in people’s homes 
through television. I see an entire new 
industry of men and women who will 
learn to treat with merchandise for these 
visual presentations so they will be 
dramatic, interesting and sellable. Re- 
member, it is a dynamic process in a 
dynamic age. It will not be possible to 
drape a fabric or a dress in front of a 
lens and have people become interested 
in it. 

PossIBLE USES OF TELEVISION 
The question will be asked: Where do 


stores come in with effective competition 
of world news, expensive entertainment 
and ‘sports events, which will be seen as 
they occur and not rehashed by an an- 
nouncer or edited by a news camera? The 
answer to that is—they do not come in. 
That will not be the function of tele- 
vision for the department store. 


SoME 
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Again you see the distinction between 
purely vocal advertising, radio, and the 
visual, television. In the vocal you can 
tie a selling message on to a news pro- 
gram. In the visual the message will be 
the “‘bread and butter” itself, that is, 
the actual merchandise. In the news- 
papers and magazines, for example, we 
advertise the actual goods, not a news 
program. In television we will be able 
to do so again. But, with a different tech- 
nique. 

Let us get the picture again. Right in 
our homes we will see events the split 
second they occur. We will be able to 
offer our customers the news of merchan- 
dise behind the scenes and as it comes 
into the store so that the public may 
have a visual catalog for shopping, if it is 
done dramatically and _ interestingly 
enough. 

Obviously, you are not going to get 
away with shooting a camera at your 
static cases of goods. 

But there is excitement and interest 
for women in stores, their activities, the 
use of goods and all the new things that 
are going to explode upon us after the 
war. The background of these new things 
has never been interestingly or properly 
presented to the public. 

The miraculous scientific background 
of a new fabric like Nylon can be made 
really dramatic by showing the labora- 
tory method of production and showing 
scientific tests demonstrating why it 
wears so well. 

All these Bureau of Standard’s tests 
that now are so dry in reading can come 
to life and can prove before your cus- 
tomers’ eyes that materials will not 
stretch, fade, or wear out, except under 
certain duress. 

Merchants who are struggling to find 
the solution to the present static window 
display will eventually find their answer 
in the dynamic television screen which 


will give movement, vitality, interest, 
change and immediacy. Your customer 
of the future facing what is now the 
framed still-life window display will find 
herself looking into active moving ex- 
hibits of merchandise either from within 
the store or other interesting sources. 

As I think of it, the present window 
display compared with the future tele- 
vision window will probably seem to us 
at a not distant time like a framed pic- 
ture of dead fish in a Victorian dining- 
room. 

Department stores will do well at this 
time to begin studies of these television 
techniques. It is not necessary to build 
enormous equipment to do so. I am sure 
that as soon as the field opens up some- 
what small flexible devices will be avail- 
able for rehearsal and experimental work. 
Every advertising department of the 
future will have studios devoted to this 
kind of experimentation with the store’s 
goods. It is none too early to begin to 
look into it. 

The interior use of television within 
the store, of course, will be interesting. 
For the first time it will be possible to 
see samples of goods from one floor to 
another. Displays within store will be 
very much influenced by this new re- 
source. Windows will show actual goods 
and models from various parts of the 
store. It will be very interesting and 
very confusing if it is done without study 
and without experience. I look for the 
major development in television for 
stores to come from display personnel 
rather than copy staffs. 

One of the prospects that seems es- 
pecially inviting to me about the advent 
of television is the bridge that it will 
create between the merchant and the 
customer. As the big stores became larger 
they became more impersonal and nat- 
urally lost touch somewhat with the in- 
dividual customer. Television will help 
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bridge this gap. It will create, if not an 
individual association, a closer feeling 
between the actual store and customer. 


TELEVISION VERSUS OTHER 
ADVERTISING MEDIA 


From all of this I do not wish to con- 
vey the thought that television will re- 
place or substitute for the present me- 
dia of advertising. With all of radio’s 
magnificent success as an advertising 
medium, it has never succeeded in sub- 
stituting for magazines or newspapers. 
And it should not. It was never intended 
to. I still think as I have said many times 
that newspapers still represent the most 
economical form of direct advertising for 
department stores, and I think that tele- 
vision will not change a fundamental 
habit of wanting to sit quietly and read 
something that is not moving through 
the ether whether through voice or 


sight. Our newspapers, of course, will 
eventually be used in coordination with 
television in showing the actual merchan- 
dise and displays in the ads on the screen. 
Newspapers would do well to look into 
these possibilities for their own protec- 
tion and development. 

All of this I believe indicates that 
merchants will be obliged some day to 
reorient their thinking in the matter of 
communication with their customers. 
Those who learn the most about it with 
the greatest curiosity, patience, research 
and intelligence will be there first and 
foremost. Others may be left behind. So 
I advise merchants not to think of tele- 
vision as the miracle which, like Minerva, 
sprung full-armed from the head of Jove: 
Television will develop slowly, step by 
step. But its coming as a dominant factor 
in our relation to our customers is as sure 
as victory over Germany and Japan. 











SHIFTING RETAIL TRADE WITHIN THE 
LOS ANGELES METROPOLITAN 
MARKET 


RALPH CASSADY, JR., and W. K. BOWDEN 


Epiror’s Nore: Professor Cassady of the University 
of California, Los Angeles and Lieutenant Bowden of 
the United States Navy, formerly chairman of the Los 
Angeles Committee on Retail Trade Trends, present a 
statistical picture of the shifts in retail trade in the Los 
Angeles Market. 


N OBJECTIVE method for measuring 
A shifts in retail trade within a metro- 
politan market was described in an earlier 
issue of this JouRNAL.! The scheme is 
based upon a recasting of Census of 
Business tract data so as to make pos- 
sible tabulation of trade figures for eco- 
nomic (rather than for political) sub- 
divisions of the metropolitan market. 
Then one simply determines the per- 
centage of business done by each sub- 
division of the market in each of two 
different years, finds the gain or loss in 
percentage points for each, and com- 
putes the change as a percentage of the 
aggregate points gained or points lost 
by all the subdivisions. The method 
measures relative, not absolute, changes 
in the volume of retail trade. The data 
for the decade 1929 to 1939, now avail- 
able, (1) permit a check of the tentative 
conclusions previously drawn and (2) 
throw further light upon the nature of 
the shifts in retail trade. 


ExTENT oF TRADE SHIFT AWAY FROM 
CENTRAL AREA 


Percentage figures for the retail trade 
done by the sixteen areas within the 
Los Angeles metropolitan market in 


1 Bowden, W. K. and Cassady, Ralph Jr., ““Decen- 
tralization of Retail Trade in the Metropolitan Market 
Area,” Journal of Marketing, Vol. V, No. 3, January, 
1941, pp. 270-75. 
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1929 and 1939 are given in Table I.? 
These data show that the shift in trade 
from the Central to outlying areas de- 
scribed in the earlier study, has con- 
tinued unabated. The central area bore 
87 per cent of the relative loss in retail 
trade to outlying areas in 1939 compared 
with 1929. Most of the balance came 
from the eastern section of the metro- 
politan market (see Exhibit I which 
presents a rough sketch of the Los 
Angeles metropolitan market). The Cen- 
tral area’s share of total county trade 
which fell from 34 per cent in 1929 to 25 
per cent in 1935, declined to less than 20 
per cent by 1939.8 (The drop in dollars 
incidentally was from $441,792,000 in 
1929 to $256,932,000 in 1939.) 

Almost 60 per cent of the relative gain 
in trade by the outlying areas went to 
the communities located in western and 
northwestern sections of the market, 
particularly the Beverly Hills-West- 
wood, Wilshire, and San Fernando Val- 
ley areas. Over 15 per cent went to the 
Adams-Inglewood area, to the south- 
west. 


CAUSES OF TRADE SHIFT AWAY 
FROM CENTRAL AREA 


As was suggested in the previous arti- 
cle, population movement, traffic con- 


2 All figures derived from United States Department 
of Commerce, Bureau of the Census “Special Tabula- 
tion for the Special Committee for Census of Business 
Analysis—Los Angeles, California.” Census of Busi- 
ness: 1939. 

8 The rate of decline in the importance of the Central 
area seems to have lessened. It is quite possible, as sug- 
gested in the earlier study, that a condition of sta- 
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gestion and institutional shifts, seem to 
be the underlying causes of decentraliza- 
tion of trade in the Los Angeles market. 
Actually these may be translated into 
(1) the inconvenience of traveling to the 
downtown shopping district, and (2) the 
existence of conveniently located outlets 


inconvenience of traveling to downtown 
Los Angeles arises out of the mode of 
transport available to shoppers. That is, 
automobiles and busses relied upon 
largely for intracity conveyance are not 
completely satisfactory for purposes of 
shopping downtown; the former because 


Taste I. Suirt in Torat Retait Sates amonc Sixteen Mayor Economic AREAS 
or Los ANGELES, 1929 TO 1939 
































Relative Gain or Loss by 
1929 1939* Major Economic Areas 
Percentage of Percentage of 
Major Economic 1929 Retail 1939 Retail Gain | Loss 
Areas Sales (100.0= Sales (100.0= 
$7,287,300,000) | $7,214,450,000) | Percentage | Percentage | 
Points | Percentage | Points Percentage 
SanFernandoValleyArea| 2.2 4.0 1.8 10.91 | 
Glendale Area 3.6 4.6 1.0 6.06 
Pasadena Area 4-7 4.2 0.5 3-03 
Pomona-Foothill Area 2.6 2.8 0.2 1.22 
Alhambra Area 1.8 2.4 0.6 3.64 
Northeast Area 3.2 3.0 0.2 1.22 
East Area 6.0 4-9 ta 6.67 
Central Area ——_— 19.6 14.5 87.86 
Downtown 4-7 2.6 2.1 12.72 
Westlake 29.4°* 17.0 12.4 75.14 
Wilshire Area 3.6 6.7 I 18.79 
Hollywood Area 6.8 7.6 0.8 4.85 
Westwood-Beverly Hills} 
Area 1.2 3-4 2.2 13.33 
Santa Monica Bay Area 3.3 4.0 0.7 4.24 
Adams-Inglewood Area 7.6 10.1 2.5 15.15 
Southeast Area 5.1 6.2 1.1 6.67 
Whittier-Norwalk Area 0.9 0.7 0.2 1.22 
South Coast Area 8.3 8.7 i 2.42 
Balance of County 5.0 7.1 2.1 12.72 
Total County 100.0 100.0 16.5 100.0 16.5 100.0 

















* In presenting the 1939 data the Census Bureau evidently found it possible to assign all except 0.7% of the 
1939 “balance of the county” to some one or another of the 16 major economic areas but were unable to reclassify 
the data for the earlier years on this same basis. The figures for 1929 and 1939, therefore, were not precisely com- 
parable for all areas. Since the authors found it impossible from the data at hand to treat the earlier figures in 
the same manner as those of 1939 it became necessary for comparison purposes that they adjust the 1939 data 
by putting back into the “balance of the county”’ for that year all those values which had been allocated to specific 
areas. By so doing the 0.7% for “balance of the county” appearing in the Census reports becomes 7.1% as shown. 

** Adjusted 0.2% to compensate for a discrepancy in the Census data totals. 


in outlying areas, often branches of 
downtown retail institutions. It should 
be noted that a substantial part of the 





bility between the Central and outlying areas will 
ultimately be reached with the downtown section doing 
approximately 15 per cent of the total county business. 


of parking difficulties (and the mental 
hazard related thereto)‘ and the latter 
because of their lack of dispatch and the 


4 On the other hand, the automobile is quite practi- 
cable for shopping in outlying areas because the shopping 
districts located therein usually are provided with ade- 
quate parking space. 
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crowded conditions found on many lines. 
This suggests that decentralization of 
trade in Los Angeles may not have been 
the problem that it is had adequate inter- 
urban transportation facilities been de- 
veloped as the city grew (as in Chicago, 
for example). 

Of the several specific causes of the 








in the same manner that the shift in 
trade was measured. The figures given 
in Table II were computed on such a 
basis and indicate a relative shift in 
population amounting to some 225,000 
people from 1930 to 1940. The figures 
indicate that the most important rela- 
tive losses in population were suffered 
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Exuisit I, Major economic areas of the Los Angeles metropolitan Market; 
(Southern portion of Los Angeles County.) 


shift in retail trade to outlying centers 
which have been mentioned, the move- 
ment of population would seem at least 
@ priori to be fundamentally most im- 
portant. The point is that lacking ade- 
quate transportation facilities the diffi- 
culty of getting into “town’”’ is intensified 
as distances increase. The accuracy of 
this hypothesis can be checked roughly 
by computing deviations from percent- 
ages of total population for each area 


by the Northeast, the East, Central, 
Hollywood, and South Coast areas; while 
the most important relative gains were 
made by San Fernando Valley, Beverly 
Hills-Westwood, and Santa Monica. 
Thus the most important losses were 
suffered by the eastern and southern 
sections of the county, and the most im- 
portant gains were made by the northern 
and western sections. Although there is 
not a close correspondence between the 
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trade and population changes in specific 
areas, one may safely infer from the data 
that the shift in trade, in part at least, 
has been due to a shift in the center of 
population toward the northwest. 

It is apparent from the foregoing that 
shopping downtown is becoming incon- 
venient for an increasing proportion of 
the people in the market living at a con- 
siderable distance from the Central area. 


significant since one test of complete de- 
centralization would be the existence of 
a high degree of correlation between pop- 
ulation and sales percentages in each of 
the 16 areas. 


TRADE SHIFT BY COMMODITIES 


Table IV is designed to reveal the 
impact of the shift in trade on downtown 
stores in 14 commodity classifications. 


Tase IJ. Poputation Suirts AMONG S1xTEEN Major Economic Areas or Los ANGELES, 1930 to 1940. 









































Percentage of Total Les Relative Gain or Loss from 1930 to 1940 
Angeles County Popu- , 
Major Economic Areas lation* in Each Area Coe hess 
Percentage | Percentage 
1930 | 1940 Points | Percentages | Points Percentages 

San Fernando Valley Area 3.6 5.6 2.0 39-3 
Glendale Area 5.8 5.8 0.0 0.0 0.0 0.0 
Pasadena Area 4.6 4.2 0.4 7.9 
Pomona-Foothill Area 4.2 ‘9 0.5 9.8 
Alhambra Area eo 3.6 0.3 5.9 
Northeast Area 6.5 5.6 0.9 74 
East Area 8.7 7.5 1.2 23.5 
Central Area 5.4 4.8 0.6 te 
Wilshire Area 5.2 5.4 0.2 3-9 
Hollywood Area 6.6 5.8 0.8 15.8 
Beverly Hills-Westwood Area 1.2 1.8 0.6 11.7 
Santa Monica Bay Area 4-7 ee 1.0 19.7 
Adams-Inglewood Area 86.3 14.8 0.5 9.8 
Southeast Area 11.9 12.0 O.I 1.9 
Whittier-Norwalk Area 2.5 2.8 0.3 5.9 
South Coast Area 9.9 9.2 0.7 13.8 
Balance 0.6 0.7 | O.1 1.9 

Total 100.0 100.0 | 4 100.0 | 5.1 100.0 














* 1930 population= 2,208,492; 1940 population = 2,785,643. 


At the same time it should be emphasized 
that in the various economic areas mak- 
ing up the market there are few instances 
of a closed correlation between popula- 
tion and sales. The data of Table III in- 
dicate that trade and population are 
closely correlated only in foods.® This is 


5 As a matter of fact, even if relatively fewer shop- 
pers make their purchases downtown, it does not nec- 
essarily follow that they will not patronize a major 
outlying shopping district at a considerable distance 
from their home; one which is more convenient than 
downtown but which has more to offer than their 
neighborhood shopping community. To the extent that 
this occurs recentralization not decentralization takes 
place. 


From the data, one can readily see that 
every commodity line has experienced a 
shift in trade to outlying areas and that 
in most lines the loss suffered by the 
downtown district has been substantial. 
The greatest relative loss was in women’s 
apparel, with a decline from 48.1 per cent 
to 20.4 per cent. Other lines fared almost 
as badly. The figures suggest, however, 
that certain types of establishments 
located in the downtown section have 
an advantage in the intrametropolitan 
competition over others. Thus downtown 
department stores, while they lost con- 
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Tas_e III. ReELationsuip or PopuLaTION AND SALES PERCENTAGES IN SELECTED LINES FoR SIXTEEN 
Mayor Economic Areas or Los ANGELES 






































Trade by Commodity Lines,* 7939 
Population | Total Re- ; , ’ ; 
Major Economic Areas Percentages | tail Trade Consentonce Lines Shegping Esens 
1940 1939 , 
Food Drugs pa Furniture 

San Fernando Valley Area 5.6 4.0 4-9 3.9 1.3 2.5 
Glendale Area 5.8 4.8 6.0 4-5 3.5 3.6 
Pasadena Area 4.2 4.$ 4:9 4.1 $4 5.0 
Pomona-Foothill Area 4-7 3.3 4.2 4.3 1.4 2.3 
Alhambra Area 3.6 2.6 3.77 3.0 1.6 1.8 
Northeast Area 5.6 3.0 5.1 3.1 0.6 2.3 
East Area ff 6.5 6.9 Sut 1.1 4-9 
Central Area 4.8 19.6f g.3 17.5f 21.2T 29.1 
Wilshire Area ‘4 6.7 6.4 7.8 25.77 8.0 
Hollywood Area 5.8 7.6 7.1 10.1f 9-3. | 7.4 
Westwood-Beverly Hills Area 1.8 3.4 3.3 a4 8.5 2.7 
Santa Monica Bay Area ‘9 a4 5.4 4-9 3.1 3.1 
Adams-Inglewood Area 14.8 10.6T 14.8 10.4T 4.9 12.0 
Southeast Area 12.0 7.9 10.3 6.7 2.8 4.6 
Whittier-Norwalk Area 2.8 1.9 2.4 1.8 0.6 1.4 
South Coast Area 9.2 8.8 8.8 9.5 8.8 9.0 
Balance 0.7 0.7 0.7 0.6 O.1 | 0.3 

Tora. 100.0 100.0 100.0 | 100.0 | 100.0 | 100.0 





* Retail Trade Percentages 1939: Total trade, $1,314,450,000; Food $309,543,000; Drugs, $48,968,000; Women’s 


Apparel, $48,240,000; Furniture, $69,858,000. 


t Adjusted 0.1% to compensate for a discrepancy in the Census data totals. 


TasB_e IV. Retait SALES AND Per Cent or Tota. Los ANGELES County RetaiL Business Done By 
THE Downtown* District sy Commopity LINES, 1929-1939 























1929 1939 
Commodity Line Per Cent Per Cent 
Sales of County Sales | of County 
Filling stations (x) (x) $ 1,969,000 1.9 
Food stores $ 12,622,000 5.2 7,971,000 2.6 
Lumber, building, hardware 5,250,000 6.4 2,761,000 3-3 
Automotive stores 50,032,000 19.6 18,044,000 9-4 
Drug stores 11,655,000 20.0 6, 329,000 12.9 
General merchandise (other than department 
stores) 9,647,000 23.7 7,115,000 20.2 
Eating and drinking places 28,765,000 36.7 19,657,000 17.1 
Furniture, household, radio 41, 502,000 43.6 19,011,000 7.2 
Women’s apparel 21,585,000 48.1 9,826,000 20.4 
Men’s and boys’ apparel 14,960,000 54.8 8,971,000 43.1 
Shoe stores 14,820,000 55.6 7,491,000 36.9 
Other apparel stores 15,727,000 64.1 6,242,000 43.6 
Department stores 106,761,000 75.0 77,090,000 54.0 
Other stores 47,218,000 43.1 30,594,000 27.8 
Total Retail Trade $381 ,046 ,000 29.6% $223,071 ,000 17.0% 














* Downtown proper, only; not the whole Central area of which downtown proper is only a part. 


(x) withheld to avoid disclosure. 
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siderably, still did over 50 per cent of the 
county business in 1939. Indeed, all ap- 
parel stores (with the exception of 
women’s lines) seem to have had some 
measure of success in warding off decen- 
tralization.® It should be noted that in 
each commodity line for which there are 
comparable data, downtown Los Angeles 
suffered not only percentage-wise but in 
absolute sales as well. 


therefore, that relative shifts in trade do 
occur not only detween but within the 
major economic areas. 

Table V is designed to reveal this type 
of shift in trade within one of the major 
areas selected for analysis. In this se- 
lected area three districts out of the four 
enjoyed relative gains (although “the 
lion’s share” went to one). One district 
alone bore the entire burden of the rela- 


Taste V. Suirts 1n ToTAL RETA, TRADE AMONG THE SEVERAL SHoppinG Districts ComposING THE 
“NortHEast” Major Economic AREA, 1929-1939 
































Relative Gain or Loss 
1929 1939 
Gain | Loss 
Shopping Districts - 
Percent | Percent of| Percent \ Percent of | Percent- Percent- | 
of L.A. | “North. | of L.A. | “North. | age | Percent-| gp, | Percent. 
County east” Area) County east” Area| Points | age | Points | age 
West Sunset 1.1 34-4 1.3 41.9 | 7.5 64.1 
Lincoln 1.2 37-5 0.8 25.8 11.7 100.0 
Garvanza-Arroyo Seco 0.8 24.9 0.8 25.8 0.9 7.7 
Bairdstown O.1 3-2 0.2 6.5 3-3 | 28.2 | 
Total 3.2 100.0 | 3.1 100.0 11.7 | 100.0 | 11.7 100.0 














* Census data discrepancy of 0.1%. 


TraDE Suirt WitH1n Major 
Economic AREAS 


Each of the 16 major economic areas 
composing metropolitan Los Angeles is 
itself made up at least two individual 
shopping districts.? These, it should be 
noted, are not merely convenience goods 
trading centers. They are rather com- 
plete and often very important shopping 
communities. Each of these 16 major 
areas has somewhat the same relation- 
ship to districts composing it as the 
metropolitan market has to each of the 
major areas within it. It is obvious, 


6 This may be a tribute to the intelligent handling 
of the problem by the institutions making up the group 
but may be largely due to the merchandise lines in- 
volved, the trend being slower in some lines than in 
others. 

7 Most often major economic areas contain at least 
4 separate shopping communities. Sometimes they con- 
tain a dozen or more. 


tive loss! The district which bore the 
loss suffered a loss relative to the total 
business done in the county as well. That 
is, it lost business relative to the total 
metropolitan market as well as to the 
major area of which it is a part. 

One should not conclude, however, 
that all shifts which take place within 
major economic areas are necessarily de- 
centralized in character. That shifts 
within these districts vary materially 
from such a pattern may be seen in 
Table VI which gives the results of a 
similar analysis made for another of the 
sixteen major areas, where data for par- 
ticular commodity lines are utilized in 
place of those for all lines combined. An 
examination of Table VI leads to the 
conclusion that shifts occurring within 
such areas follow no set pattern. For one 
thing, trade shifts within a major eco- 
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nomic area may tend toward centraliza- 
tion rather than decentralization. For 
another, the nature of a shift may differ 
with the commodity sold, one district 
gaining in relation to others for one com- 
modity line, whereas quite a different 
district gains relative to others in another 
commodity line. It must be admitted 
that the character of shifts within major 
areas have not been clearly delineated as 
yet, and that very often such shifts may 
have little significance. However, aware- 


figures since they may reflect an exceed- 
ingly transitory situation. For example, 
it might appear from the aforementioned 
figures that downtown Los Angeles were 
back on “‘solid ground” once again, when 
actually the apparent prosperity repre- 
sents a constantly diminishing share of 
a temporarily expanded county volume.® 
The relative analysis, on the other hand, 
discounts absolute performance and 
focuses its attention on the more funda- 
mental factor of the shift in the impor- 


TasBLe VI. Trape SHIFTS WITHIN THE ““WELSHIRE” AREA FOR SpEciFIC Commopity LINES 


























Women's Apparel Furniture, Household, Radio 
Relative Gain or Loss Relative Gain or Loss 
Shopping Districts Gain Loss Gain Loss 
Percent- | Percent- | Percent- | Percent- | Percent- | Percent- | Percent- | Percent- 
age Points age age Points age age Points) age age Points age 
Wilshire-Beverly W. 0.9 3.2 23.6 100.0 | | 
Wilshire-Beverly E. 27.4 96.8 9.4 39-9 
Wilshire-Pico E. 21.1 74.5 | 12.8 | 54.2 
Wilshire-Pico W: 7.2 25.5 a 5.9 
— ve — — | 
Total 28.3 100.0 28.3 100.0 23.6 100.0 23.6 | 100.0 


























ness of such cross currents in the main 
streams of trade may contribute much to 
intelligent action on the part of policy 
makers. 

It is obvious that in times such as 
these, entire metropolitan areas are en- 
joying unprecedented sales. Retail sales 
for Los Angeles in 1942, for example, 
were about 42 per cent above those for 
1939.° But one should beware of absolute 

8 Derived from the indexes of retail sales provided 
by the Department of Commerce Bureau of the Census 
in its “Los Angeles, California-Retail Sales, Inde- 
pendent Stores” December, 1940, December, 1941, 
December, 1942. These indexes are based on the sales 
of independent stores only and are of questionable 


validity as to their ability to represent the entire 
metropolitan market but may be roughly indicative 


tance of certain parts of the market. In 
a sense, this sort of analysis has prog- 
nosticating qualities since through it, it 
is possible to detect the direction of 
changes in intrametropolitan market 
trade long before absolute changes in 
sales take place. 





of the volume of total retail trade for this market. The 
Chairman of the Los Angeles Committee, Mr. Bowden, 
has for some time been urging the adoption of a plan 
for enhancing the usability of the foregoing indexes by 
(1) adding chain store figures to the sample and thus 
making it more representative, and (2) publishing in- 
dexes for each of the 16 major areas in addition to that 
for the Los Angeles area as a whole. 

® Even with this increase in the county business, total 
retail sales in downtown Los Angeles in 1942 appear to 
have been substantially below those for 1929. 














CONSUMER BUYING HABITS IN A SMALL 
TOWN LOCATED BETWEEN TWO 
LARGE CITIES 


VICTOR W. BENNETT 
University of Maryland 


Epiror’s Note: There is a real need for inductive 
studies of consumer buying habits. The author, who is now 
on leave of absence assigned as Director of Instructor 
Training at an army air field, hopes that this article will 
stimulate further investigations. 


HIS STUDY was made to help ascer- 

tain what determines trends in out- 
of-town buying habits of consumers in a 
town located about midway between two 
large cities of about the same size.! 
Laurel, Maryland, a town of about three 
thousand population? was ideal for such 
a study because it is located almost 
exactly midway between Washington 
and Baltimore and is on the main high- 
way connecting these two cities.* Both of 
these cities are also reached by the Balti- 
more and Ohio Railroad, which main- 
tains regular service; and by the Grey- 
hound bus line, which operates on a 
frequent schedule.‘ 

Laurel was settled early in the eight- 
eenth century. For a time it was an in- 
dustrial town with cotton mills and other 
industries; but by 1911, these industries 
had been abandoned. Since there are 
now no local industries, most of the resi- 
dents work either in Washington or 
Baltimore or at nearby points such as 
Fort Meade, a large army camp about 

1 The author was assisted in this study by William P. 
Gottlieb, Assistant in Economics of the College of 
Commerce, University of Maryland. 

2 Census of 1940 shows, 2,873. 

* According to the Maryland State Roads Commis- 
sion it is 18.85 miles from the center of Baltimore to 
Laurel, and 21.15 miles from Laurel to the center of 
Washington. 

* At the time of the survey, the Safeway Bus System 
handled passengers between Laurel and Washington 


but because of its franchise, it could not take passengers 
between Laurel and Baltimore. 


seven miles from Laurel. The census of 
1940 places Laurel in the metropolitan 
district of Washington, but it is the 
opinion of the author that Laurel does 
not belong in the metropolitan district of 
either Washington or Balitmore. It is 
more in the nature of a satellite city. 
Washington and Baltimore are both 
attractive shopping centers. Washington, 
according to the census of 1940, had a 
population of 663,091 and Baltimore a 
population of 859,100, approximately 
30% greater than Washington.® 
Washington is a political city depend- 
ent in large part upon the activities of 
the governmental agencies located there. 
The growth of the national government, 
especially in these times of crisis, has 
created an unprecedented number of jobs 
in Washington. This has not only turned 
the attention of the older Laurel in- 
habitants towards Washington, but has, 
to some extent, sent to Laurel newcomers 
who were unable to find housing in the 
crowded capital city. Baltimore, on the 
other hand, is a large industrial and com- 
mercial center. As the population figures 
show, Baltimore too has expanded rapid- 
ly during the past few years, though not 
as rapidly as Washington. It should also 
be noted that Baltimore, as the com- 
mercial center of Maryland, exerts a 
strong influence on Laurel, which is in 
the same state; and, according to state- 
ments by department store managers in 


5 The population of the metropolitan districts were 
Baltimore, 1,047,000; Washington, 908,000. Washing- 
ton probably had a faster growth from 1940 to 1942 
than did Baltimore. 
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both cities, stores in Baltimore make a 
greater attempt to obtain the rural trade 
than do the Washington stores. 


WHERE LAvurREL FamILIEs SHOP 


Personal interviews were obtained on 
May 7, 1942, from 240 families, approxi- 
mately one-third of the total families in 


TasLe I. WHERE LAurEt FamiI.ies SHoP 




















Families 
Place 
Number | Percentage 
Washington 82 34 
Baltimore 131 55 
Washington-Baltimore 15 6 
Don’t shop out-of-Town 12 5 
Totals | 240 | 100 





the town.® These interviews included 26 
colored families, approximately one- 
third of the total colored families. The 
sample taken includes all income groups 
in approximately the ratio in which they 
occur in the town. Practically all of the 
interviews were with housewives. 

One of our major objectives was to 
determine the city in which respondents 
did most of their out-of-town shopping. 
The following question therefore was 
asked: ‘“‘Where does your family do most 
of its out-of-town shopping?” This was 
the key question of the survey; the re- 
sults are given in Table I. 

On the basis of answers to this ques- 
tion the schedules were separated into 
groups according to the city for which 
respondents showed a preference. Where- 
ever practical, breakdowns in subse- 
quent tables are made on the basis of 
these groupings. Table III for example, 
breaks down replies into Washington 


6 The interviews were made by 26 students of the 
Market Research class of the College of Commerce, 
University of Maryland, under the supervision of the 
author. 


and Baltimore groups, while Table VII 
shows a Washington group, a Baltimore 
group, a Washington and Baltimore 
group, and a Don’t Shop Out-of-Town 
group. 

The 26 colored schedules are included 
in Table I. Taken separately, they 
showed that the colored group did pro- 
portionately less out-of-town shopping 
than the white group and that they 
favored Baltimore slightly more than 
did the whites. 

Respondents were also asked whether 
they had preferred in the past 5 years a 
city other than the one originally men- 
tioned. Of the 131 who now prefer Balti- 
more, 3 formerly preferred Washington, 
one indicated previously shopping in 
both cities, 7 had not lived in Laurel or 
in either of the two cities under consider- 
ation for 5 years, and the other 120 had 
made no change. Of the 82 who now 
prefer Washington, 8 formerly pre- 
ferred Baltimore, 65 indicated no change 
and g did not live in Laurel or in the two 
cities studied. Of the 15 who now prefer 
both Washington and Baltimore, two 
formerly shopped exclusively in Balti- 
more and the other 13 were shopping in 
both cities. The 12 families who bought 
exclusively in Laurel had made no 
change during the period. This shows a 
loss for Washington of 33 families, and a 
gain for Washington of 18 families during 
this five year period. Washington thus 
had a net gain of 143 families, which in- 
dicates a trend towards Washington. 
Washington therefore attracts the trade 
of 7 per cent more of the Laurel families 
who shop out-of-town, than it did five 
years ago; while Baltimore gained less 
than I per cent. 


WHERE LAuREL Buys SELECTED 
CoMMODITIES 


In an attempt to get more definite 
answers regarding buying habits, re- 
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spondents were asked where they usually course, is in the lead; however, there is 
purchased various shopping and con- some buying out-of-town indicated on 
venience goods.? They were also asked all of these items. More than ten per cent 
where they attended moving picture of the hardware and variety store items, 
theatres and where they had their bank for example, are purchased in Washing- 
accounts. Table II shows the results. ton and Baltimore. On hardware there 
On shopping goods, considerable out- is a decided preference for Baltimore, 
of-town buying was indicated, such pur- but Washington is preferred for variety 
chasing in nearly all cases being made in store merchandise. 
either Baltimore or Washington, but There is some attendance at moving 


Tase II. Woere Lauret Consumers Buy SELECTED COMMODITIES 








Washington-| Washington-| Baltimore- 

















PRK, Fier 
Washington Baltimore Beltinave Laud | Lewd Laurel Other | None | Totals 
Num- Per-| Num- Per-| Num- Per-| Num- Per- | Num- Per-| Num- Per-| Num- Per-| Num- Per- | Num- Per- 
ber cent-| ber cent-| ber cent-| ber cent-| ber cent-| ber cent-| ber cent-| ber cent-| ber cent- 
‘ , age | age age age age age age age age 
Women’s Clothing | 70 29 | 121 51 13 5 4 2 5 2 21 9 3 I 3 I 240 100 
Children’s Clothing) 45 19 | 78 32 8 3 6 3 5 2 32 «13 I 65 27 240 100 
Men’s Clothing 68 28 | 118 49 9 4 I I 3 I 22 9 2 I 17 7 240 100 
Furniture 56 23 | 103 43 5 2 2 I 4 2 39.«= «16 5 2 26 II 240 . 100 
Dry Goods 49 20 81 34 4 2 2 I 2 I 76 «31 4 2 22 9 240 100 
Overalls 27 II 4° 16 2 I I I I I 99 «4! 3 I 67 28 | 240 100 
Drugs & Toilet Ar- | | 
P ticles 9 4 14 5 2 I 4 2 6 2 204 85 I I ° ° 240 100 
Groceries 2 1/| 4 I I I 3 I 3 I 226 «694 I I ° ° 240 100 
Fresh Meats ° o| 4 2 I I 4 I 2 I 229 «= «O'S ° ° ° ° 240 100 
Hardware 7 3! 18 7 I I 2 I 7 2 185 77 I I 19 8 | 240 100 
Automobiles 36 15 | 24 10 ° ° ° ° ° ° 83 34 21 9 76 32 | 240 100 
Variety Store Items} 16 7 | 10 4 2 I 6 2 3 I 196 82 3 I 4 2 240 100 
Moving Picture | 
Theaters 12 5} 9 4 4 2 9 4 3 I 174 72 4 2 25 10 240 100 
Banking Service | 14 oi 7 3 ° (Oo . 3 I 168 70 2 I 37 15 | 240 100 




















Note: There were a few who indicated they made purchases in Washington, Baltimore and Laurel. These are included under “Other.” 


with a decided preference for Baltimore. picture theatres outside of Laurel with 
On women’s clothing, children’s clothing, a slight preference for Washington. There 
men’s clothing, furniture and dry goods, is also some banking done outside of 
more purchasing was done out-of-town Laurel with a two to one preference for 
than in Laurel with Baltimore preferred Washington. A few have bank accounts 
on each item. On automobiles, however, in both Washington and Laurel, or 
more were purchased in Laurel than out- Baltimore and Laurel. 

of-town. Respondents indicated a slight The above indicates that purchasing 
preference for Washington over Balti- of automobiles, attendance at moving 
more in purchasing cars. Some indicated picture shows, purchase of variety items 
they had purchased automobiles in near- and banking service are leading the 
by towns, such as Elkridge, Beltsville, trend toward Washington. Respondents 
and Hyattsville. This indicates a con- were asked if any change in buying 
siderable amount of shopping around in habits on the items listed had been made 
the hope of a better arrangement on since the declaration of war, December 
trading in old cars. 7, 1941. Answers show the changes to be 

On convenience goods, Laurel, of negligible. 


7A study is quoted from the Yournal of Applied 
Psychology on p. 162 of the JouRNAL OF MARKETING for REASON FOR CONSUMER PREFERENCE 


October, 1942 which states that the same results are = : “Uy 
obtained from the two wordings: “what do you usually Following the question Where does 


buy?” and “what did you last buy?” your family do most of its out-of-town 
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shopping,” the question was asked “Why 
does your family prefer that city?” This 
was a free response question, and the 
interviewers made no suggestions what- 
ever. A number of respondents gave more 
than one reason. All of the answers given 
were tabulated. Table III shows the re- 
sults. 


TasB_e III. Reasons ror ConsuMER PREFERENCE 
or SHoppinc City 


























Washington Baltimore 
Group Group 
Reason 
Num-| Per- | Num-| Per- 
ber |\centage| ber \centage 
Habit and more familiar | 38 31 57 7 
Formerly lived there II 9 14 3 
Friends live there 5 4 6 3 
Work or worked there 25 20 4 I 
Convenient for shopping | 18 14 17 
Like the stores 10 8 22 II 
More accessible and 
parking 6 5 10 5 
Prices 2 2 55 26 
Quality 4 3 4 2 
Variety 5 4 21 10 
Totals | 124 | 100 | 209 | 100 








It is interesting to note that a number 
of those who preferred Baltimore gave as 
a reason the fact that stores are close 
together, whereas those who preferred 
Washington made no such comments.® 
The element of price was an important 
factor to those who do most of their 
shopping in Baltimore, but relatively un- 
important to those who prefer Washing- 
ton. Variety was considered of more im- 
portance to those who prefer Baltimore 
than to those who prefer Washington. It 
is interesting to note that rational mo- 
tives for selecting merchandise, such as 
price, quality, and variety, were over- 
shadowed by factors of habit by both 
those who preferred Washington and 
those who preferred Baltimore. 


8 In Table III, this reason was included under the 
general heading of “‘Convenient for shopping.” 


As a follow-up to the free response 
question regarding consumer preferences 
respondents were asked whether they 
preferred Washington or Baltimore on 
each of the following: Prices, quality, 
variety, parking, and deliveries. This 
question was asked after the free re- 
sponse question had been answered and 
after an intervening question had been 
asked so that the former question should 
not have unduly influenced this one. 
Table IV shows the results. 

The result of this question shows clear- 
ly that of the five factors listed, price is 
the most important in the preference 
shown for Baltimore. None of the Balti- 
more or Washington-Baltimore group 
preferred Washington over Baltimore on 
price. A few in both of these groups pre- 
ferred Washington for quality, variety, 
parking, and deliveries. On the other 
hand 29% of those in the Washington 
group, and 60% of the Washington- 
Baltimore group prefer Baltimore on 
price. This brings out clearly the wide- 
spread belief that prices in Baltimore are 
lower than prices in Washington. Qual- 
ity and variety rank high as reasons why 
the Washington group prefers Washing- 
ton, but rank somewhat higher for the 
Baltimore group who prefer Baltimore. 


METHODS OF TRANSPORTATION 


Table V shows the results of a question 
asked to determine the method of 
transportation used in out-of-town shop- 
ping. Both the Baltimore and Washing- 
ton shoppers indicated that the most 
popular method of transportation was to 
use their own cars. The bus was next in 
importance, followed by the railroad. A 
few made use of friends’ cars. A question 
was also asked as to changes made in the 
method of transportation as a result of 
the war; and the answers to this question 
clearly indicated that in response to ap- 
peals for gasoline and tire conservation 
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Tasie IV. Reasons ror Consumer Prererence or SHoppine Ciry* 
Washington Baltimore \Wash.-Baltimore| Don’t Know Totals 
Num- Per | Num- Per |Num- Per \Num- Per | Num- Per 
ber cent | ber cent | ber cent | ber cent ber cent 
Prices 38 16 148 62 12 5 42 17 240 100 
Quality 59 25 92 38 36 15 53 22 240 100 
Variety 55 23 101 42 29 12 55 23 240 100 
Parking §2 22 102 42 9 4 77 32 240 100 
Deliveries 58 24 89 37 22 9 71 30 240 100 
(BREAKDOWN) 
Washington Baltimore Wash.-Baltimore| Don’t Know Totals 
| | 
Num- Per | Num- Per |Num- Per |Num- Per | Num- Per 
SHOPPING GROUP ber cent- | ber cent- | ber cent- | ber cent- | ber cent- 
A. Washington Group age age age age age 
Prices 38 46 24 29 7 9 13 16 82 100 
Quality 1 62 I I 13 16 17 21 82 100 
Variety 49 60 4 5 II 13 18 22 82 100 
Parking 46 56 10 12 4 5 22 27 82 100 
Deliveries 54 66 2 3 6 7 20 24 82 100 
B. Baltimore Group 
Prices ° ° 115 88 3 2 13 10 131 100 
Quality 6 5 88 67 17 13 20 15 131 100 
Variety 6 5 g1 69 14 II 20 15 131 100 
Parking 4 3 85 65 4 3 38 29 131 100 
Deliveries 3 3 84 64 II 8 33 25 131 100 
C. Washington-Baltimore Group 
Prices ° ° 9 60 2 13 4 27 15 100 
Quality 3 20 3 20 6 40 3 20 15 100 
Variety I 6 6 40 4 27 4 27 15 100 
Parking 3 20 7 47 | 1 6 4 27 15 100 
Deliveries 2 14 3 20 | 5 33 5 33 15 100 

















* This table excludes the 12 families who do not shop out-of-town. 


Tas_e V. MeETuHopDs oF TRANSPORTATION 









































Washington Group Baltimore Group Washington-Baltimore Group 

Method Before War | After War Before War After War Before War | After War 
Num-| Per- | Num-| Per- | Num-| Per- | Num-| Per- | Num-| Per- | Num- | Per- 

ber \centage| ber \centage| ber | centage| ber | centage ber | centage | ber | centage 

Own car 49 60 | 39 48| 59] 45 | 46 | 35 8 53 | 7 47 
Friend’s car 4 5 5 6 9 7 8 | 6 I 7 ° ° 
Bus 21 25 | 30 37| 451 34 53 40 6 40 7 47 
Train 8 10 6 7 18 14 23 18 ° ° I 6 
Other and None} o ° 2 2 ° ° I I ° ° ° ° 
Totals 82 | 100 | 82 | 100 | 13! | 100 | 131 | 100 | 15 | 100 | 15 | 100 
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there was less use of the respondent’s 
own car and consequently more travel by 
bus and train. This study was made just 
before gasoline rationing went into effect. 

Figures were obtained from the Grey- 
hound Bus Lines which showed that of 
the business going to Washington or 
Baltimore, during the period of this 
survey, 60% went to Washington, and 
40% to Baltimore. Figures from the 
Baltimore and Ohio railroad indicated 
that 85% of the passengers went to 
Washington and 15% to Baltimore. The 
fact that heavier travel is shown to 
Washington than to Baltimore, even 
though more shopping is done in Balti- 
more than in Washington, is undoubtedly 
due to the fact that a larger number of 
people living in Laurel work in Washing- 
ton than work in Baltimore, as will be 
shown later. 


FREQUENCY oF BuyInc IN OutT- 
or-Town City 


In order to determine how frequently 
out-of-town buying was done, respon- 
dents were asked: “Approximately how 
often does your family now shop in 
Washington?” The results are given in 


Table VI. 


Tas_e VI. Frequency or Buyinc 1n Out 
or Town City 
NuMBER OF TRIPS PER FAMILY PER MontH 

















Shopping Group —— Baltimore 
Washington Group 2.32 Negligible 
Baltimore Group Negligible 2.50 
Washington-Baltimore Group 1.85 1.57 
Average (240 Families) 91 1.46 





Of those who do most of their shopping 
in Washington, an average of 2.32 trips 
per month per family are made to Wash- 
ington. The number of trips made to 
Baltimore by this group for shopping 
purposes is negligible. Of those in the 


Baltimore group, 2.50 trips per month 
per family are made to Baltimore and 
a negligible number to Washington. 
Of those in the Washington-Baltimore 
group, slightly more trips are made to 
Washington than to Baltimore. Of all of 
the above who shop in Washington, 
there was an average of .gI trips per 
month per family and of those who shop 
in Baltimore, an average of 1.46 trips per 
month per family. 

In order to determine if consumer 
habits had changed as a result of the 
war, two questions were asked—how 
often the family shopped in Washington 
or Baltimore before the war, and how 
often it now shops in Washington or 
Baltimore. It was readily apparent that 
the difference is negligible. 


RELATED Factors on Buyinc Hasirs 


Respondents were asked: (a) ‘““What 
daily and Sunday papers do you usually 
read?”’, (b) “What radio stations do you 
usually listen to?’, (c) whether they 
worked in Washington, Baltimore or 
elsewhere, and (d) where the family had 
lived before coming to Laurel. The pur- 
pose of these questions was to determine 
whether there is a relationship between 
these factors and the buying habits of 
consumers. Although it is impossible to 
determine how much each of these fac- 
tors influence buying, it was believed 
that the answers might be suggestive of 
their importance. Findings regarding 
these factors are presented followed by 
an attempt to evaluate their importance. 


NEWSPAPERS READ 


Although 131 (55%) of the Laurel 
families trade in Baltimore, 82 (34%) 
in Washington, and 15 (6%) in both 
Washington and Baltimore, it is indi- 
cated by Table VII that only 69 (29%) 
read Baltimore daily papers, while 100 
(42%) read Washington daily papers, 
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53 (22%) read both Washington and 
Baltimore daily newspapers, and 18 (7%) 
read either no newspapers or newspapers 
from other cities. 

In order to compare changes in news- 
paper readership habits with changes in 
buying habits, figures were obtained re- 
garding the average circulation of daily 
and Sunday newspapers in Laurel for 
1937 and 1941. This shows that the cir- 
culation of Washington newspapers has 
increased relatively faster than the 
Baltimore circulation. By 1941 reader- 
ship was approximately divided equally 
between Washington and Baltimore 


newspapers. Results of this survey, as 
shown in Table VIII, indicate that 
Washington has now taken the lead. 

In regard to Sunday newspapers Table 
IX shows that 81 (34%) families read 
Baltimore papers, 109 (45%) read Wash- 
ington papers, 26 (11%) read both, 24 
(10%) read no Sunday papers or read 
papers from other cities. Circulation of 
daily and Sunday papers were similar. 


Rapio Listenrnc Hasits 


The radio listening habits indicated by 
Table X, show that, as was true with the 
newspaper readership, Washington sta- 


TaB_Le VII. Darty Newspapers Reap REGULARLY BY LAUREL FAMILIES 














Washingion- hein! 


| 























Shopping Groups | Washington | Baltimore Beiimese | Totals 
Num. Per- |Num- Per- | Num- Per- | Num- Per- | Num. Per- 
ber centage| ber centage | ber centage| ber centage|\ ber centage 

Washington Group 62 76 | 7 8 | 13 16 ° ° 82 100 
Baltimore Group 32 24 55 42 | 31 24 13 10 | 131 100 
Washington-Baltimore Group 3 20 | 4 7 i 8 53 | ° o | 15 100 
Don’t Shop Out-of-Town Group 3 25 | 3 25 | 1 8 | § 42 | 12 100 
Totals | 100 42 | 69 29 | 53 22 | 18 7 | 240 100 





Taste VIII. WasHInGcTon AND BALTImoRE Papers READ REGULARLY IN LAUREL—PAST AND PRESENT 











Baltimore 





| Washington | 
Number Percentage | Number Percentage 
Av. Cir. 1937 (Audit Bureau of Circulations) By Copies 539 43 722 57 
Av. Cir. 1941 (Audit Bureau of Circulations) By Copies 851 49 892 51 
5/1/42 Daily (This Survey) By Families 153 56 122 44 





TaB_e 1X. Sunpay Newspapers READ REGULARLY BY LAUREL FAMILIES* 





























: ; Washi be 
Shopping Group Washington Baltimore Fen Other—None Totals 
Num. Per- |Num- Per- |Num- Per- |Num- Per- |Num- Per- 
ber centage| ber centage| ber centage| ber centage| ber centage 

Washington Group 63 76 II 14 3 4 5 6 82 100 
Baltimore Group 40 31 $7 43 19 15 1S II 131 100 
Washington-Baltimore Group 4 27 8 53 3 20 ° ° 15 100 
Don’t Shop Out-of-Town Group = 17 5 42 I 8 | 4 33 12 100 
Totals 109 45 | 81 34 | 26 II | 24 10 | 240 100 





* If a family read papers from both cities, it was classified as belonging in the Washington-Baltimore group re- 
gardless of how many different papers from each city were read. 
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tions are preferred over the Baltimore 
stations. Of the 131 who prefer Baltimore 
for out-of-town shopping only 49 (38%) 
prefer Baltimore radio stations while 45 
(34%) listen to Washington stations and 


WHERE FamiLy ForMERLY LIveD 
Table XII shows that 23 (28%) of the 


families who prefer Washington for out- 
of-town shopping had formerly lived in 
Washington and 2 (2%) had formerly 


TasLe X. Rapio Stations LIsTENED TO BY Eacu Famity* 





















































Shopping Group Washington Baltimore — None Totals 
Num- Per- | Num- Per- |Num- Per- | Num- Per- | Num. Per- 
ber centage| ber centage| ber centage = — red centage 
Washington Group 57 70 12 15 II 13 | 8 100 
Baltimore Group 45 34 49 38 28 21 : 7 | a 100 
Washington-Baltimore Group 4 27 4 27 4 27 3 | 1 100 
Don’t Shop Out-ot-Town Group 3 17 2 17 3 25 5 i m4 100 
Totals 108 45 67 28 46 19 | 19 8 | 240 100 
* Reception from these two cities to Laurel is practically the same. 
Tasie XI. Wuere Heap or Famity Is Emptoyep 
Shopping Group Washington | Baltimore Laurel | Other—None Totals 
Num- Per- | Num- Per- | Num- Per- | Num. Per- Num-  Per- 
ber centage| ber centage| ber centage| ber centage| ber centage 
Washington Group 48 59 I I 18 22 15 18 82 100 
Baltimore Group 29 22 23 18 45 34 34 26 131 100 
Washington-Baltimore Group 5 33 ° ° 6 40 4 27 15 100 
Don’t Shop Out-of-Town Group I 8 I 8 7 59 3 25 12 100 
Totals 83 35 | 25 10 76 32 | 56 23 | 240 100 





28 (21%) listen to both Washington and 
Baltimore stations, and 9 (7%) do not 
have radios. Of the 82 who prefer Wash- 
ington for out-of-town shopping 57 
(70%) listen to Washington radio sta- 
tions, 12 (15%) listen to Baltimore radio 
stations, 11 (13%) listen to both Wash- 
ington and Baltimore stations and 2 
(2%) have no radios. 


Wuer_e Heap oF Famity 1s EMPLOYED 


A question was asked to determine 
where the head of the family is employed. 
The results are shown in Table XI and 
they indicate that a relatively small 
number are employed in Baltimore while 
a large number are employed in Wash- 
ington and Laurel. 


lived in Baltimore, whereas 32 (24%) of 
the families who prefer Baltimore had 
formerly lived in that city and 6 (5%) 
had formerly lived in Washington. 

These figures support those given in 
Table III where consumers in a free re- 
sponse question stated that the family 
formerly lived in Baltimore or Washing- 
ton as a reason for their out-of-town buy- 
ing preference. Where the family form- 
erly lived is also reflected in results shown 
in Table III, in that the element of habit 
was given as the most important reason 
in determining out-of-town buying pref- 
erences. The place of former residence, 
after all, is closely associated with the 
formation of buying habits. 
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ReEILLy’s Law or RETAIL GRAVITATION 


It is interesting to apply Reilly’s Law 
of Retail Gravitation to this study. 
Reilly states that “two cities attract re- 
tail trade from any intermediate city or 
town in the vicinity of the breaking 
point, approximately in direct propor- 
tion to the populations of the two cities 
and in inverse proportion to the square 
of the distances (distance via most direct 
improved automobile highway) from 
these two cities to the intermediate 
town.”® Applying this law to the Laurel 


EVALUATION OF RELATED FacTors 
on Buyinc Hasirts 


The first objective of this survey has 
been to help ascertain the factors de- 
termining trends of out-of-town buying 
habits of consumers in a town located 
about midway between two large cities 
of about the same size. Since we know 
the trend in buying habits is moving 
from Baltimore to Washington the solu- 
tion will be found by locating the vari- 
able or variables which are bringing 
about this trend. 


TasLe XII. Wuere Famity Formerty Livep 

















Shopping Group Washington Baltimore ny ed Other Totals 
Num- Per- | Num- Per- |Num- Per- |Num- Per- | Num- ‘Per- 
ber centage| ber centage | ber centage | ber centage| ber centage 

Washington Group 23 28 2 2 21 26 36 44 82 100 
Baltimore Group 6 5 32 24 30 23 63 48 | 131 100 
Washington-Baltimore Group ° ° 5 33 4 27 6 40 15 100 
Don’t Shop Out-of-Town Group ° ° ° ° 8 67 4 33 12 100 
Totals 29 12 39 16 63 26 | 109 46 | 240 100 

















survey we find that the breaking point 
according to the censuses of 1910 and 
1920 was 3.8 miles from the center of 
Laurel in the direction of Washington. 
By 1930 the breaking point was 3.7 
miles; in 1940, 2.5 miles; and by 1941 it 
had moved to within 2.1 miles of Laurel.”® 
This indicates that this survey, which 
shows there is more out-of-town buying 
by Laurel consumers in Baltimore than 
in Washington, conforms roughly to the 
application of Reilly’s Law." 


® Reilly, Wm. J., The Law of Retail Gravitation, 
Wm. J. Reilly, 285 Madison Avenue, N. Y., 1931, 


9. 

10 The following populations were used: Washington, 
1910—331,069; 1920—437,571; 1930—486,869; 1940— 
663,091; 1941—796,000; Baltimore, 1910—558,485; 
1920—733,826; 1930—804,874; 1940—859,100; 1941— 
950,000. Figures for 1941 are estimated; other figures 
are Bureau of Census figures. The distance used in cal- 
culations was 40 miles—the distance from the center 
of Baltimore to the center of Washington. 

11 “Professor Bennett has very kindly allowed me 


According to Reilly the variable in 
this instance should be population or, in 





to see his manuscript as some of his data bears on a 
study I am making for the Bureau of Economic and 
Business Research of the University of Illinois. It 
seems to me that his data substantiates Reilly’s law 
fairly well. Reilly says that his law is only ‘approxi- 
mate.’ 

According to Reilly’s law, using the populations of the 
two cities, Baltimore should draw 62.1 per cent and 
Washington, 37.9 per cent of the trade going from 
Laurel to the two cities. Using the population figures 
for the metropolitan areas, Baltimore should attract 
$9.2 per cent and Washington, 40.8 per cent of the 
trade going from Laurel to the two cities. Based on the 
figures in Table I Baltimore secures 61.5 per cent and 
Washington 38.5 per cent of the trade going from 
Laurel to the two cities. Reilly’s law is thus off 0.8 
point based on the city populations and 2.3 points 
off—based on metropolitan populations. Reilly’s law 
applies primarily to shopping goods. Using shopping 
goods listed in Table II and applying rough weights, 
Baltimore secures 59 per cent and Washington 41 per 
cent of the Laurel trade going to the two cities. Reilly’s 
law is off 3.1 points based on the city populations. I 
hope to present several such comparisons in the Illinois 
study.” P. D. Converse. 








414 


THE JOURNAL OF MARKETING 





other words, the relative growth of the 
two cities. The distances between the 
towns under consideration remaining 
constant, the trend of trade towards 
Washington is in keeping with the rela- 
tively faster growth of that city. 

There are other variables however to 
which attention should be given. For 
example, what role do newspapers play 
in influencing buying habits? There is a 
difference of opinion as to the relation- 
ship of newspaper reading habits to buy- 
ing habits. 

Do Laurel shoppers buy Washington 
papers because they shop there and de- 
sire to check on the merchandise or do 
they shop in Washington because they 
have seen the advertisements in the pa- 
pers? It is difficult to say which is cause 
and which is effect or whether the same 
set of factors that cause the flow of retail 
trade also results in newspaper reader- 
ship habits. The general opinion of 
marketing authorities is that the last 
mentioned conclusion is correct, namely 
that retail trade and newspaper habits 
are affected by the same forces rather 
than by each other. Eaton Van Wirt 
Read in a study of Elgin’s Retail Trade 
Area states that ‘“The comparative high 
degree of association between reading 
and buying is caused by other forces 
operating upon both of these variables. 
However, there may be a decided rein- 
forcement, a “snowball’ or circular re- 
lationship once the outside forces have 
set the slope for reader-buying and 
buyer-reading.”? According to Reilly 
“The daily newspaper of a city is a com- 
modity the sale of which is helped or 
hindered somewhat the same as the sale 
of merchandise of leading stores of that 
city is helped or hindered by a large 


2% Taken from Eaton Van Wirt Read, “Analysis 
of the Retail Trading Relationship of Elgin, Illinois, 
a Satellite City,” The Fournal of Business, Vol. IX, 
No. 1, 1938, pp. 46-47. 


number of retail circumstances which 
surround the city. Both the newspapers 
and the retail stores of any city have 
their economic roots in the general soil 
of retail circumstances.’’* This survey 
seems to substantiate these conclusions 
of Read and Reilly. 

In this study it appears that the im- 
portant determinant is place of employ- 
ment. This may not be as fundamental as 
population, but it does appear to have a 
more direct bearing upon buying habits, 
newspaper readership habits, and radio 
listening habits." 

Our figures show that there are now 
33 times as many residents of Laurel 
working in Washington as there are 
working in Baltimore. It is probably true 
that the increasing size of Washington 
brought about the emphasis of Washing- 
ton as a place of employment for Laurel 
families. In fact several families from dis- 
tant places obtaining employment in 
Washington chose to live in Laurel be- 
cause of overcrowding in Washington. 
Regardless of whether place of employ- 
ment is merely an effect of the more 
fundamental factor of city population, it 
is worth noting that the importance of 
Washington as a place to work is far out 
of line with the growth of the Washing- 
ton population as well as with the grow- 
ing preference for Washington as a place 
to shop. This would indicate that job 
location is a variable that has a direct in- 
fluence upon buying habits. 

Of course, the above conclusion is 
based upon the assumption that in the 


8 Reilly, Wm. J., The Law of Retail Gravitation, pp. 
42-43. 
M4 This study shows a close correlation between place 
of employment and readership habits. There are 29 in- 
stances in which the head of the family is employed in 
Washington but in which Baltimore is preferred for 
shopping. Thirteen of this group read only Washington 
daily papers, 4 read only Baltimore papers, 11 read 
both Washington and Baltimore papers, and 1 reads 
no daily paper. A similar correlation is shown for radio 
listening habits. 
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past a larger proportion of Laurel in- 
habitants worked in Baltimore than in 
Washington. This is not an unreasonable 
assumption, for it is highly improbable 
that a large number of Laurel residents 
worked in Washington at those periods in 
the past when we know a preponderance 
of buying by Laurel shoppers was done 
in Baltimore and when we know also 
that Baltimore was far larger in size than 
Washington. 

The above conclusion and assumption 
also fits in with those facts we have de- 
termined in this survey. We know, for 
example, that most of the out-of-town 
buying is still done in Baltimore. We 
know also that an important element in 
determining place of purchase is habit 
itself. Although changes in job location 
is the thing that starts the ball rolling, 
habit is so strong among shoppers as to 
make the shift very slow. But the shift 
would, nonetheless, appear to be inevi- 
table. There are many advantages in- 
volved if the wife shops in the same city 
where the husband (the head of the 
family) works. Both can use the same 
means of transportation. They can meet 
after work and attend a moving picture 
theater. They can read the same news- 
papers and listen to the same radio 
stations. Certainly the job holder is not 
going to change the location of his job 
to bring about these advantages. It must 
be the shopper who will make the change. 
Substantiating this general thesis still 
further is the fact that the above men- 
tioned items—movies, newspapers, radio 
—have been the first to be changed in 
the shift from Baltimore to Washington. 
In other words, the items that are first 
to change are those in which the husband 
has a strong role when it comes to choos- 
ing the city in which to purchase those 
items. The husband who works in Wash- 
ington would not care if his wife bought 
her dresses in Baltimore. But he would 


object to going to the movies in Balti- 
more since it would be far simpler for his 
wife to meet him in Washington and for 
them to go to the movies together in that 
city. 

Similarly, the husband’s role (and, 
therefore, the role of the “place of em- 
ployment’’) would be strong in the mat- 
ter of choosing radio programs and news- 
papers. The head of the family working 
in Washington is brought daily into 
contact with the life of that city. He sees 
the newspapers on the news stands and 
on the street corners. He sees them on 
the desks of fellow workers. He hears 
articles and editorials discussed which 
have appeared in the Washington papers. 
All of this makes an easy transition from 
the habit of reading a Baltimore paper 
to the purchase of a Washington paper. 

We also note that in banking service, 
Washington is ahead of Baltimore. The 
man who receives a check, is more likely 
to deposit the money than his wife, and 
he would he more likely to use a Wash- 
ington bank when he works there, than 
a Baltimore bank. 

According to Converse and Huegy 
men have the more important role in 
buying automobiles. Again it is Wash- 
ington where the husband works that has 
the lead between the two cities. Contrary 
to this, however, is the fact that most 
men’s clothing is still purchased in Balti- 
more, indicating a change in this buying 
habit comes more slowly. 


CONCLUSION 


This survey shows that Baltimore re- 
ceives more of the out-of-town trade of 
Laurel families than does Washington. 
Reasons for this preference were brought 
out in answer to a free response question 
regarding the city preferred. The most 


1% Converse and Huegy, The Elements of Marketing, 
1940, page 27. 
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important reason among those who chose 
Baltimore was shown to be habit and 
greater familiarity with the city (27%). 
The element of price was a close second 
(26%) as a reason for this preference. 
There is a trend however towards 
Washington which receives a larger por- 
tion of Laurel trade than it did 5 years 
ago. As a matter of fact Washington is 
preferred over Baltimore for automo- 
biles, variety store items, movies and 
banking. A preference is also shown for 
Washington daily newspapers and for 
Washington radio stations, all indicative 
of a trend to Washington. The reasons 
for this trend seem to be the more rapid 
increase of Washington population over 


that of Baltimore and the importance of 
place of employment, inasmuch as a 
much larger number of Laurel residents 
work in Washington than in Balitmore. 

The growing influence of Washington 
as determined in this survey serves notice 
on Baltimore merchants that they may 
lose more business of Laurel and other 
communities in the same general area. 
This influence may be counteracted or 
slowed down by an aggressive advertis- 
ing campaign capitalizing on the wide- 
spread belief that prices in Baltimore are 
lower than prices in Washington and 
that shopping is easier in Baltimore be- 
cause of the proximity of stores to each 
other. 

















Notes and Communications 








GEOGRAPHICAL PRICE POLICIES IN THE 
GROCERY TRADE, 1941: A NOTE 


E. T. GRETHER 


University of California 


N THE spring and early summer of 
if 1941, I made a brief sampling survey 
of the methods employed by manu- 
facturers of branded grocery products in 
quoting prices, geographically to whole- 
sale establishments, including chain store 
buyers.! This study was made for per- 
sonal use in connection with a course in 
which I give considerable attention to 
geographical price policies and struc- 
tures. However, perhaps a brief summary 
of the general results may be of interest 
to others, since materials in this field are 
still relatively scant. It should be noted 
that the study was made prior to Pearl 
Harbor. Undoubtedly there have been 
significant changes under the Office of 
Price Administration regulations and 
other war impacts. The pre-Pearl Harbor 
state of affairs, however, should have 
significance again at the conclusion of 
the war. 

The types of pricing procedures em- 
ployed are indicated below in tabular 
form for the commodity classes. The in- 
terest in the study was in the regular 
pricing methods employed by manu- 
facturers of branded products sold in 
grocery stores; hence bulk and un- 
branded goods were omitted, and vari- 
able individual bargaining procedures 
had to be excluded. Information was ob- 


1 The writer is indebted to Karl Fox, graduate stu- 
dent at the University of California for assistance in 
making the survey. 


tained from chain store buyers, wholesale 
grocers, brokers, manufacturers, and 
manufacturer’s branch plants in the San 
Francisco Bay region. Chain store buyers 
and the manufacturers or their regional 
outlets usually were well informed con- 
cerning national pricing practices. Local 
wholesalers sometimes knew only the 
basis on which they purchased locally 
but were unaware of the policies em- 
ployed by sellers elsewhere. For instance, 
local wholesalers frequently reported 
that they usually bought at San Fran- 
cisco prices and had no further knowl- 
edge of the pricing policies of the 
manufacturers. 

It will be noticed that information was 
obtained not merely for branded food 
products but for other items normally 
carried on a wholesale grocery list. In 
fact the sample was taken from the 
Grocery Price List published weekly in 
the California Retail Grocers’ Advocate. 
Thus in addition to foods there appear 
such products as insecticides, paper 
products, soaps and laundry supplies 
and tobacco products. 

The summary discloses that the most 
popular geographical price policy for 
branded grocery products was a uniform 
delivered price for the entire United 
States, for 245 brands or 48.9 per cent of 
the sample were priced this way. Uni- 
form zone delivered prices ranked second 
with 147 brands or 29.3 per cent of the 
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Mertuops or GEocRAPHICAL Price Quotation TO WHOLESALE Buyers or BRANDED 
Grocery Propucts, May 1941 























Pricing Methods 
F.O.B. Ship- | Basing Point Uniform Uni 
Commodity Classes ping Point or | and Common Delivered niform 
Common Point\ Point with Price for Zone 
No Freight | Partial Freight| the Entire Deli vered 
Allowed Allowance United States Price 
Totals 74 35 245 147 
Animal Foods 4 
Baking Powder 5 
Beverages 
Fruit Juices 10 2 
Beer 4 8 
Root Beer I 
Candy 3 I 
Cereals 
Corn Flakes, Bran, etc. 7 I 
Corn Meal, Farina, and Rolled Oats 13 
Rice I 
Wheat 9 I 
Miscellaneous 3 4 
Chocolate and Cocoa 5 7 
Cocoanut 2 
Coffee 9 4 
Coffee Substitutes I I 
Crackers 2 


Dairy Products 
Milk, Malted 


3 

Milk, Evaporated II 

Cheese 4 
Desserts 8 2 
Extracts, Flavoring 3 
Extracts, Meat 3 
Fish, Canned 27 I 2 5 
Flour 

Regular 3 

Prepared 7 2 
Fruits, Canned 10 6 
Fruits, Dried 8 
Gum 6 
Insecticides 6 
Jams and Jellies 3 
Macaroni 2 
Margarine a 
Matches 7 I 
Meats, Canned & Specialties 8 4 
Mince Meat I 2 
Olives 2 
Paper (Tissues, etc.) 7 3 
Pectin, Parowax 3 
Salad Dressings & Relishes 

Catsup 2 I 

Mayonnaise 6 

Mustard I 4 

Olive Oil I 

Olive Relish 2 

Pickles 2 

Salad Oil - 





Sauces I I I 
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Metuops or GEOGRAPHICAL Price QuoTATION TO WHOLESALE Buyers OF BRANDED 
Grocery Propucts, May 1941—Cont. 
Pricing Methods 
F.O.B. Ship- | Basing Point Uniform ; 
Commodity Classes ping Point or | and Common Delivered Uniform 
Common Point| Point with Price for Zone 
No Freight | Partial Freight the Entire D elivered 
Allowed Allowance | United States Price 
Salts and Sodas | 
Baking Soda I I 
Sal Soda I I 
Salt, Bales & Cartons 
Salt, Packaged 4 I 
Shortening 2 1 
Soaps and Laundry Supplies 
Ammonia I 
Chips, Flakes 4 2 
Cleansers 6 5 
Hand and Toilet Ic 4 
Laundry Soaps 2 5 
Laundry Tablets, Powder 2 
Soap Powder 9 10 
Starch 3 
Spices, Seasonings 5 I 
Sugar 10* I 
Syrup, Molasses I 11 
Tea 9 2 
Tobacco Products 48 
Vegetables, Canned 14 6 9 
Vinegar I 
Walnuts (Diamond Brand) I 
Yeast 1 I 
* Basing point. 
sample. Thus uniform delivered price not discussed in the literature of geo- 


policies dominated with 78.2 per cent of 
the sample. In addition since ten brands 
of sugar were sold under the basing point 
plan, a form of delivered price quotation, 
80.2 per cent or four fifths of the prod- 
ucts were quoted on the delivered basis 
instead of F.O.B. seller’s mill or common 
point. Twenty five items or 5 per cent 
were quoted F.O.B. common point with 
partial freight allowance. At the other 
extremity 74 brands, or only 14.8 per 
cent were sold F.O.B. shipping point or 
common point without any freight allow- 
ance, except up to the common point 
when packing plants were not located 
at common points. The common point 
procedure is explained below since it is 


graphical pricing; the other types are 
well known and hence require no ex- 
planation. 

It may be permissible to make a few 
brief observations concerning the char- 
acteristics of products sold under these 
various types of structures. It should be 
stressed, however, that the conclusions 
are highly tentative because the sample 
is limited to one field. Wider, more 
fundamental generalizations should have 
a broader basis than this study provides. 
As yet there is not sufficient evidence 
concerning manufacturers’ geographical 
pricing policies for full generalization 
except for basing point procedures al- 
though some excellent materials are 
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gradually becoming available.? 

Judging from this sample the typical 
product priced uniformly over the entire 
United States is advertised nationally, 
has a strong specialty character, or rela- 
tively high specific value and is faced 
with a small number of direct competi- 
tors. If the specific value is somewhat 
low, then decentralized production may 
make uniform nation wide pricing fea- 
sible. Zone uniform pricing appears to be 
employed for advertised products of high 
specific value if they are sold only sec- 
tionally, or in general if the specific value 
is somewhat low and manufacturing is 
not decentralized. 

Prices were quoted F.O.B. shipping 
point and common point with no freight 
allowance for products (1) that were of 
relatively low specific value (as fruit 
juices, dried fruits, salt), or (2) for which 
brand designations meant little to con- 
sumers (some fruit juices, fishery prod- 
ucts, and dried fruits), and (3) with the 
above characteristics, but originating on 
the Pacific Coast (as fish, fruit juices, 
and canned and dried fruits) or at an- 
other single source remote from the 
market (as Florida). Although not in- 
cluded in this investigation, bulk goods 
and little known brands, it appears are 
typically sold F.O.B. shipping point with 
no freight allowance. 

Clear cut basing point pricing was 


2 See ¢.g., T.N.E.C. Monograph No. 1, Price Behavior 
and Business Policy, Part 11; T.N.E.C. Monograph 
No. 41, Price Discrimination in Steel; T.N.E.C. Mono- 
graph No. 42, The Basing Point Problem; Mund, Ver- 
non A., “The ‘Freight Allowed’ Method of Price 
Quotation,” The Quarterly Fournal of Economics, vol. 
LIV, February, 1940, pp. 232-45; Seidler, G., The 
Control of Geographic Price Relations Under Codes of 
Fair Competition, Work Materials No. 86, N.R.A., 
Division of Review; Price Bases Inquiry, March 1932, 
Federal Trade Commission; Clark, J. M. “Basing 
Point Methods of Price Quoting,” Canadian Fournal of 
Economics and Political Science, vol. IV, November, 
1938, pp. 477-89; Burns, A. R., The Decline of Com- 
petition, Chapters 6 and 7. 


found only for branded sugars. The rela- 
tively low specific value, absence of 
marked brand differentiation, small num- 
ber of sellers, and the importance of cane 
sugar competition focused at leading 
ports seem adequate to explain this be- 
havior from a marketing standpoint. 
Common point pricing deserves some 
explanation because of its unique vari- 
able nature and lack of treatment in the 
literature of geographical pricing. A 
common point now in the California 
trades is taken to be any railway point 
at which transcontinental rates apply. 
Nowadays common points in this sense 
are almost ubiquitous but a few years 
ago such quotations usually were effec- 
tive only at the junction point of com- 
petitive lines. It was the custom at the 
time of the survey for Pacific Coast 
packers of canned fruits and vegetables 
to quote F.O.B. common point (or com- 
mon point or dock) at seller’s option 
except when the firms operated packing 
plants in other areas as the Middle West 
where the quotation was F.O.B. midwest 
common point. Thus a firm with can- 
neries scattered geographically could 
ship from the cannery best located, con- 
sidering its stocks throughout its packing 
area. The seller would pay the freight 
only to the common point if the cannery 
were not located at such a point. Thus 
the common point method appears to lie 
essentially within the F.O.B. shipping 
point procedure, and would be entirely 
so if all canneries were located at com- 
mon points. Unlike the delivered form 
of pricing, there is no freight absorption 
except in some instances to the common 
points. However, in Northern California, 
a local regional modification appeared in 
which there was some additional freight 
absorption. In the sale of canned fruits 
and vegetables it was the custom (with 
some exceptions) to allow freight up to 
173 cents per cwt. to certain jobbing 
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towns. The purpose of this freight allow- 
ance apparently was to equalize com- 
petition between the smaller jobbers in 
the outlying towns and those in the San 
Francisco area. 

It seems from the evidence in this 
field that there is a gradation in the pos- 
sibilities in geographical price policy 
from the full uniform delivered price 
structure for the entire United States, 
to the uniform zone delivered structure, 
to the basing point procedure, to F.O.B. 
shipping and common point with partial 
freight allowance, to the F.O.B. common 
point and shipping point without freight 
allowance. It appears, too, that firms 
have considerable latitude in choice at 
least within one or two stages; in other 
words here is an opportunity for policy 
determination except, perhaps, between 
the full limits. The optional nature of the 
price quotation method was indicated in 
a small number of instances by the em- 
ployment of different methods in one 
region than in another. 

Readers may find it of interest to 
compare the description of geographical 
price structures in this note with that in 
T.N.E.C. Monograph No. 1, Price Be- 
havior and Business Policy, published in 
1940. In general there is considerable 
agreement between the two studies but 
it is not always possible to make direct 
comparisons because the T.N.E.C. re- 
port was not limited to branded products 
and the materials are often sketchy and 
incomplete. At a number of points, how- 
ever, there are noteworthy differences, as 
follows: 

(1) The lack of reference in the 
T.N.E.C. study to the common point 
method. 

(2) Wheat flour is listed under the 
F.O.B. shipping point with no freight 
allowance method in contrast with uni- 
form zone method in this study. 

(3) The T.N.E.C. study has little to 


say about canned fruits and fruit juices 
except to note that advertised brands of 
grape juice are sold at uniform delivered 
prices and canned pineapple and peaches 
F.O.B. shipping point with no freight 
allowance. In this study ten out of twelve 
fruit juices, and also canned pineapples, 
were quoted F.O.B. shipping point with 
no freight allowed while peaches were 
quoted F.O.B. California common point 
with 15 cents per hundred weight freight 
allowed to Northern California jobbing 
points. 

(4) The T.N.E.C. report states that 
paper products are quoted on a zone 
basis whereas this study found consider- 
able uniform delivered pricing for the 
entire United States. 

(5) Salt is characterized in the 
T.N.E.C. Monograph No. 1 as “‘mar- 
keted in accordance with a complex 
freight equalization system which op- 
erates on a zone basis” (p. 296). In this 
study all types of pricing except the bas- 
ing point were found, depending upon 
the type of salt. 

(6) Toilet soaps, bar laundry soap and 
soap flakes are marketed on a uniform 
delivered price for the entire United 
States according to the T.N.E.C. inves- 
tigation. This is in contrast with an al- 
most equal division between that method 
and the zone procedure found in this 
study. 

Undoubtedly it would be possible to 
explain these differences as well as others 
that could be indicated together with 
instances in which the evidence is 
equivocal in nature. Possibly for in- 
stance, firms employ different price poli- 
cies between parts of the United States 
or the two studies in sampling struck 
upon different firms and brands. In any 
event, it seems clear that here is a fruitful 
field for research from a marketing 
standpoint. It is possible to spin elab- 
orate a priori theories that seem reason- 
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able to interpret these price policies but 
such theorizing needs to be tested by the 
market facts. 

In the above comments, the point of 
view was that of the investigation and 
interpretation of marketing behavior; 
questions of broader economic signifi- 
cance and of public regulation were not 
raised. Furthermore, the possibility of 
explaining delivered price structures sim- 


ply in terms of “unity of action with 
respect to price’’* on the part of com- 
petitors was not mentioned. In the opin- 
ion of the writer it is important to obtain 
more complete evidence and to probe 
product and market characteristics much 
more carefully before one can safely in- 
voke such a simple explanation of be- 
havior. 
3 Mund, op. cit., p. 245. 


THE PRESSURE OF RED POINT RATIONING 


WARREN C. WAITE 
University of Minnesota 


OME INDICATION of the pressure of 
S rationing may be secured by a com- 
parison of past patterns of consumption 
and the points required to sustain that 
consumption with the points available 
to the family under rationing. There are 
available for such a study the data on 
food consumption by the families in- 
cluded in the Consumers Purchases 
Study of 1935-36 and the current point 
schedules of the Office of Price Adminis- 
tration.! This comparison is rough, since 
there have been some shifts in consump- 
tion from the period for which we have 
data, and there have been income in- 
creases for a good many families. It does 
indicate, however, a good deal relative 
to the pressure on different groups as- 
suming that they desire a consumption 
pattern approximating that of the ear- 
lier period. 

1Sources: Family Expenditures in Selected Cities, 
1935-36. Vol. I1, Food. Bureau of Labor Statistics Bul- 
letin 648. Family Food Consumption and Dietary Levels 
Farm Series. United States Department of Agriculture 
Miscellaneous Publication 405. Family Food Consump- 
tion and Dietary Levels. Urban and Village Series. 
United States Department of Agriculture Miscellaneous 
Publication 452. Consumer Point Values for Meats, Fats 


Fish and Dairy Products. Office of Price Administration 
Official Table No. 7. 


The data of Table I show the excess 
and deficit points per person in different 
localities and for city and county people.? 


TasLe I. Excess or Dericir or Rep Ration 
Points FOR 1935-36 ConsuMPTION IN Various Loca- 
TIONS IN THE UNITED STATES 











Points per 
Classification Person per 
Week 

Cities—New York and Chicago —15.93 
Cities—Three Southern —8.91 
Villages—North and West —7.03 
Villages—Southeast—White —4.97 
Villages—Southeast—Colored +2.22 
Farmers—North and West —1.83 
Farmers—Southeast—White +5.98 
Farmers—Southeast—Colored +8.45 








These excess and deficits have been com- 
puted as follows: North and west village 
families, for example, would have re- 
quired 79.9 red points to purchase the 
commodities they bought in their re- 


2 The present distribution of income is different from 
that in 1935-36. These figures result from the dis- 
tributions of incomes for families in the various reports. 
If they had been adjusted for the income distribution 
of 1943, the deficits would have been even greater. 
While such a computation would have been possible, 
it would have exceeded the available clerical assistance. 
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ported weekly purchases in 1935-36. The 
average size of family was 3.47 persons 
which would provide the family with 
55.5 points for the week, leaving a defi- 
cit of 24.4 points for the family or 7.03 
points per person. The excess and deficits 
for the other groups have been similarly 
computed. 

It is at once apparent that the pressure 
of rationing is greatest in the cities, less 
in the villages and hardly felt at all by 


home churning or additional slaughter 
would provide for the slight deficit in 
the North and West farm families. 
Certain groups of the families from 
Table I are shown by income classes in 
Table II. This arrangement shows that 
the deficit of points is much greater in 
the high than in the low income groups. 
The locational differences persist but are 
less marked than in the general averages 
of Table I, indicating that some of the 


Tas.e II. Excess anp Dericit or Rep Ration Points For 1935-36 Consumption By Income CLassEs 














| City Families Village Families 

Income Class | New York Southeast Southeast North and | Southeast 
and Chicago | W hite Colored West White 
O- 499 — — + 2.7 —1.4 —1.0 
500- 999 —10.7 2. — 1.3 —2.6 —3.1 
1000-1499 —12.1 $3 — 4-9 —5.8 —5.3 
1500-1999 —14.8 —10.0 — 5.9 —8.5 —7.2 
2000-2999 —16.7 —10.2 — 5.4 —9.6 —6.0 
3000-3999 —16.4 | —15.3 —21.7 —9.6 vat 
4000-4999 —15.8 —13.9 _ — — 

















the farmers. Moreover, the pressure is 
greater on similar groups in the North 
than in the South and greater for white 
families than for the colored families. 
The magnitude of these figures suggests 
that northern city families with an excess 
of red points would be rare, that there 
would be a comfortable minimum group 
of families in the Southern cities and 
North and West villages unaffected by 
rationing and that among the Negroes 
and farmers there must be a considerable 
excess of points in a great many families. 

With sixteen red points per person a 
week the New York and Chicago families 
have only about half the red points re- 
quired to maintain their old pattern of 
consumption. Drastic changes are evi- 
dently necessary in the form of the cur- 
tailment of the consumption of high 
point items and shifts to items carrying 
lower point values. Shifts by the farm 
groups are comparatively simple, a little 


differences in the general averages are 
due to differences in the incomes of 
families in these locations. For example, 
more than go per cent of the Negro vil- 
lage families had incomes of less than 
$1,000, while only about 10 per cent of 
the families in New York and Chicago 
fell in this group. 

Table III shows the incidence of pres- 
sure by type of family. The classifica- 
tions are those of the Consumers Pur- 
chases Study. Type I is a small family of 
adults, usually husband and wife only. 
Types 2 and 3 contain in addition to 
husband and wife 1 or 2 children under 
16. Types 4 and 5 contain a person over 
16 and children under 16 in addition to 
husband and wife. Types 6 and 7 are 
large families with children. The advan- 
tage of the large family, especially when 
there are small children in it is apparent. 
Type 1 families are most heavily bur- 
dened, while families of Types 6 and 7 
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are comfortably supplied with ration 
points. The average size of family in 
Types 4 and 5 is somewhat greater than 
the average size of Types 2 and 3, but 
the latter contain a larger proportion of 
persons under 16. 


Tasie III. Excess or Dericir or Rep Ration 
Points FoR 1935-36 ConsumpTION For VARIOUS 
Types OF FAMILIES 








North and West 
Village—W hite 


Southeast 


Family Type Village—W hite 








I —12.9 —10.7 
2 and 3 — 5.2 — 4.6 
4 and 5 — 6.5 — 6.0 
6 and 7 —- .2 — 1.8 








The principal items requiring red 
stamps are butter, beef and pork. These 
comprise about 75 per cent of the red 
points in the North and West village 
families. The remainder is made up of 
items such as cheese, lard, evaporated 
milk, mutton, veal and canned fish. In 
these families butter took nearly one- 
fourth of all the red points, beef over 
one-third and pork about one-sixth. 
There were no marked changes in these 
proportions of expenditure on these 
items when the families were arranged by 


income groups. In terms of points per 
pound, butter was very high, and beef 
higher than pork. Per doilar of expendi- 
ture, however, the points were higher 
on beef than on butter and lowest for 
pork. 

This study of the pressure of red point 
rationing discloses a wide variation in its 
incidence. The distribution of pressures 
is desirable from the viewpoint of their 
lightness on the low income groups and 
those with low levels of food consump- 
tion. Administratively, they also have 
the advantage of placing the greatest 
pressure on groups where black markets 
in the sense of the transfer of products 
without ration points are most difficult. 
The excess of points among the farmers 
suggests that some plan of tailoring the 
farmers’ ration books for home supplies 
would be desirable. The extent of the 
pressure on city groups, however, raises 
the question of whether some variation 
of the rationing system may not be re- 
quired to keep it in operation. 


* It should be pointed out that these excesses and 
deficits of points do not necessarily represent anything 
with respect to the nutritional adequacy of a diet. 
It is possible to have a good diet from the standpoint 
of nutrition with an excess of points or a poor one with 
a deficit of points. 


THE INTERPRETATION OF RATIOS USED 
IN COST ANALYSES 


WILLIAM 


HE PuRPOSE of this note is to direct 
Sandia to errors frequently made 
in the interpretation of ratios used in 
cost analyses and other types of investi- 
gations. Operating expenses, for exam- 
ple, are divided by sales for a sample of 
department stores and the resulting dis- 
tribution is then compared with some 
standard. Stores with a low ratio are 
said to be efficient and those with a high 


DRAGER 


ratio are said to be inefficient. Stores 
which are experiencing higher expense 
ratios with the course of time are spoken 
of in unfavorable terms, with the im- 
plication that something ought to be 
done about controlling the upward trend 
in costs. 

There is, of course, nothing wrong 
with defining “efficient” in the above 
way. What is objectionable is to take 
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for granted that a low expense ratio is in 
itself a sign of good management and 
that a policy which brings about a re- 
duction in the ratio is necessarily a step 
in the direction of higher profits. 

A manager interested in maximizing 
profits will extend his operations (size 
of store, number of employees, lines of 
merchandise, and so on) as long as each 
additional outlay increases revenue by 
an amount large enough to cover the cost 
of doing so, even where this means that 
each successive increment of outlay is 
less profitable than the preceding one. 
Stated more concisely in the language of 
the economist, operations will be ex- 
tended to the point where marginal costs 
equal marginal revenue. If the manager 
goes beyond this point he will be incur- 
ring avoidable losses; if he stops short of 
this point he will be foregoing available 
profits. 

In maximizing profits by equating 
marginal costs and marginal revenue the 
manager is faced by two closely related 
problems: (1) to decide what resources 
to use and how best to arrange and com- 
bine them, and (2) to estimate the out- 
put for which marginal costs and revenue 
are equal. It is naturally assumed that 
any given output will be produced at 
minimum cost. The actual resource pat- 
tern used is a function of the prices and 
the marginal productivities of the re- 
sources, and of the shape and position 
of the demand curve for the output. 

A low expense ratio may result from 
the fact that outlays are not carried to 
the point where marginal costs and rev- 
enue are equal, which is just another way 
of stating that profits are not maximized. 
Equating marginal costs to marginal 
revenue may necessitate increasing the 
operating ratio but no one should object 
to this, for business is undertaken for the 
sake of profits and not for the sake of 
showing a low ratio in the profit and loss 
statement. After the equating of mar- 


ginal costs and revenue has been accom- 
plished, the operating ratio may then 
be computed to determine what part of 
the income from sales is available for 
non-operating expenses. Thus expense 
ratio should be thought of as a deter- 
mined factor in business policy and not 
as a determining one as is often done, if 
not explicitly at least implicitly. The 
equating of marginal costs and revenue, 
on the other hand, is a determining fac- 
tor in deciding output and should be 
thought of as such. 

As an example, a manager estimates 
that an additional outlay on advertising 
which will increase his operating ex- 
penses from $10,000 to $11,000, will in- 
crease his sales from $40,000 to $43,000 
and his net profit by $2,000, the increase 
in sales representing higher prices. Mar- 
ginal cost is $1,000 and marginal reve- 
nue $3,000. Thus the expenditure would 
be justified, even though the expense 
ratio increases from 25% (10,000/40,000) 
to 25.6% (11,000/43,000) as a result of 
it. 

Even if the assumption were made 
that the cost curves were the same for all 
stores, one could still expect a consid- 
erable amount of variation in the size 
of the operating ratio by virtue of the 
fact that the demand curve confronting 
each manager would vary from store to 
store. The variation of the operating 
ratio indicated by empirical studies re- 
flects differences from store to store in 
both the cost structure and the shape 
and position of the demand curve. Year 
to year changes in the expense ratio for 
a particular store are not a function of 
the cost structure along, as is often as- 
sumed to be the case. A wide variation 
in the operating ratio does not neces- 
sarily indicate that chaos exists, but may 
merely indicate that each manager is try- 
ing to make the best of the demand and 
cost situation that confronts his particu- 
lar store. 











COMMERCE ON THE GREAT LAKES SYSTEM 


GRACE BECKETT 
University of Illinois 


00 OFTEN in discussions of the water- 

borne commerce of the United 
States, commerce upon the Great Lakes 
System has been relegated to an inferior 
position, if not dismissed altogether after 
a few brief statements. Yet the Great 
Lakes System occupies a position of ex- 
treme importance in our commerce. The 
inter-port tonnage on the Great Lakes 
frequently exceeds that entered and 
cleared in the foreign trade of our Atlan- 
tic, Gulf, and Pacific ports combined. In 
1939 this tonnage was 113,309,000 short 
tons. A comparative statement of our 
domestic and foreign water-borne com- 


merce in selected years appears in Table 
i 

The Great Lakes System consists of 
the five Great Lakes of North America— 
Superior, Michigan, Huron, Erie, and 
Ontario—together with their connecting 
channels.! In Table II the commerce on 


1 The St. Marys River connects Lakes Huron and 
Superior. The St. Clair River, Lake St. Clair, and the 
Detroit River lie between Lakes Huron and Erie. The 
Niagara River is the outlet for Lake Erie. Canals have 
been constructed to overcome the barriers created by 
the St. Marys Falls and the Niagara Falls. The New 
York State Barge Canal System offers a connection 
between Lakes Erie or Ontario and the Hudson River 
or Lake Champlain. This latter canal system as well as 
the Illinois Waterway from Grafton, Illinois, to Chicago 


TABLE I, WatTerR-BornE ComMMERCE OF THE UNITED STATES 
SELECTED YEARS, 1925-1939 


(In thousands of short tons of 2,000 pounds) 














Item 1925 1930 1935 1939 
Domestic Commerce 
Great Lakes, inter-port 111,568 109,791 83,748 113,309 
Great Lakes and seaports, local 64,981 81,403 80,474 94, 809 
Coastwise, inter-port 105,090 117,821 115,442 150,983 
River* 114,169 132,604 150,139 243,042 
Between seaports and riverpoints 47,214 35,601 31,829 54,915 
Unadjusted total 443,022 477,220 461,632 | 657,058 
Adjusted total> 374,854 406,170 371,692 456,733 
Foreign Commerce 
Great Lakes ports, imports 75317 7,590 4,716 4,941 
Great Lakes ports, exports 9,187 11,924 9,059 12,161 
Seaports, imports 42,792 46,448 33,943 | 37,854 
Seaports, exports 49,251 48,148 33,922 | $7,711 
Total 108 , 547 114,110 81,640 112,667 
Domestic and Foreign Commerce 
Unadjusted total 551,568 591,330 $43,271 769,726 
Net total°® 483,400 520,280 453331 569,400 














* Traffic on rivers, canals, and connecting channels, excluding St. Marys Falls Canal traffic and additional De- 
troit River traffic, data for which are included in Great Lakes traffic. 

b After elimination of duplications for traffic between seaports and riverpoints and other duplications, principally 
for coastwise and lake traffic passing through canals and connecting channels other than the St. Marys Falls Canal 


and the Detroit River. 


© Deductions represent duplications in domestic traffic. 


Source: Compiled from Department of Commerce, Statistical Abstract of the United States. War Department, An- 
nual Reports of the Chief of Engineers, Part 2, Commercial Statistics. 
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this System is presented by tonnage and 
oy value for the years 1920 to 1940 in- 
clusive. Considerable variation in annual 
tonnage carried appears. Fluctuations 
are often correlated with business cycle 


The movement of selected commodi- 
ties by water in domestic and foreign 
commerce during 1940 is given in Table 
III with the amount of each of these 
commodities carried on the lakes indi- 


TaBLe IJ. Commerce ON THE GREAT LakEs SysTEM, 1920-1940" 



































Tonnage Value 
_— (In thousands of short tons) (In millions of dollars) 
Total Domestic Foreign Total Domestic Foreign 

1920 111,139 98,751 12,389 $1, 406 $1,151 $255 
1921 71,459 58,947 12,513 958 724 234 
1922 94,038 81,033 13,005 1,289 998 291 
1923 125,517 110,858 14,660 1,384 1,131 253 
1924 109,832 93,703 16,129 1,969 1,604 365 
1925 130,148 113,644 16,504 2,281 1,871 410 
1926 137,394 120,794 16 ,600 2,109 1,669 | 440 
1927 140, 361 | 119,776 20,585 2,313 1,782 $31 
1928 | 149,707 | 125,780 23,927 2,497 1,932 565 
1929 | = 161,344 | = 141, 186 20,159 2,377 2,017 359 
1930 =| = 135,241 115,727 19,514 1,677 1,426 251 
1931 90,819 77,509 13,310 1,236 1,077 159 
1932 54,913 44,366 10,547 893 777 116 
1933 84,328 73,728 10,599 1,162 1,039 123 
1934 91,083 771307 13,775 1,341 1,166 175 
1935 | 103,130 89,356 13,775 1,594 1,397 | 197 
1936 138,374 122,788 15,586 1,908 1,685 223 
1937 | 161,094 143,356 | 17,739 2,019 1,827 | 192 
1938 | 98,301 82,480 15,820 1,514 1,338 | 176 
1939 | 141,577 124,475 17,102 | . 
1940 | 174,547 153,601 | 20,946 | as ° ’ 





* Includes both foreign and domestic water-borne commerce of the United States at the ports of the lakes, rivers, 
and connecting channels of the Great Lakes System, eliminating duplications. Foreign commerce is for imports 
and exports combined. Domestic commerce includes lake-wise, local, and internal receipts and shipments. The 
internal shipments are for New York State Barge Canal and Illinois Waterway traffic entering or departing from 


the Great Lakes. 
b Not available. 


Source: Compiled from War Department, Annual Reports of the Chief of Engineers, part 2, Commercial Statistics. 


changes, with a low in 1932 of 54,913,000 
tons and a high in 1940 of 174,547,000 
tons, while the average annual tonnage 
for the period was 119,254,000 tons. The 
value of the lake traffic also reached a 
low in 1932, with $893,000,000. The 
average value of commerce per year be- 
tween 1920 and 1938 was $1,680,000,000.? 





are internal waterways handling traffic entering or de- 
parting from the Great Lakes. 


2 Value statistics for 1939 and 1940 are not avail- 
able. 


cated. The territory tributary to the 
Great Lakes has for some time occupied 
an important place among world grain 
producing regions. It includes the major- 
ity of the grain surplus producing states 
of the United States and Canada. The 
lakes lie between this grain and a con- 
suming population to the East, although 
they do compete with Gulf routes for the 
transport of grains from these states. 
Wheat is the leading grain carried on the 
lakes; other important ones include corn, 
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Taste III. Movement or Setecrep CommopitiEs sy WATER, 1940 
(In thousands of short tons of 2,000 pounds) 








Other 


Wheat Grains* 


Flour | Lumber 


Pulp- | Iron Ce- 


nnd a mene Sand‘ Stone Coale 





Domestic Commerce 
Great Lakes ports | 3,697 | 2,905 | 1,154 801 


Coast ports 955 583 860 | 9,280 
Rivers# 734 | 1,260 202 | 2,950 
Canals* 7,585 | 2,869 | © 797 778 
Other! — j j j 


Unadjusted total (12,970 | 7,617 | 3,013 | 13,809 
Adjusted total* 2,776 | 2,551 | 1,183 | 6,389 


Foreign Commerce 


Great Lakes ports | 1,425 938 16 42 
Coast ports 1,846 588 795 | 1,608 
Rivers 664 280 179 384 
Canals -- oa —- 

Other — -- -- j 

Unadjusted total | 3,936 | 1,806 990 | 2,034 
Adjusted total 3,506 | 1,588 811 | 1,694 


Domestic and Foreign 


Unadjusted total [16,906 | 9,423 | 4,003 | 15,843 
Adjusted total 6,282 | 4,139 | 1,994 | 8,084 

















131 |137,403 | 1,408 | 9,353 | 26,379 | 81,599 


1,568 989 | 1,430 | 20,494 | 10,491 | 63,132 
2,830 I 710 | 24,571 | 6,392 | 52,902 
1,998 | 65,909 7O | 2,890 | 1,801 | 13,409 

— — i 49| — 288 


6,527 |204,302 | 3,718 | 57,355 | 45,063 |211,331 
2,147 | 69,789 | 2,220 | 37,079 | 24,627 |114,389 


1,251 | 1,815 — 381 373 | 11,563 
Io | 2,440 409 31 178 | 3,914 
183 4 26 j I 13 
—_— —_ _— — — 23 
1,444 | 4,259 | 435 412 552 | 15,512 
1,444 | 4,259 409 412 551 | 15,478 





7,971 |208,562 | 4,153 | 57,767 | 45,615 |226,843 
3,592 | 74,049 | 2,629 | 37,490 | 25,179 129,868 

















* Includes barley, corn, oats, rye, and miscellaneous grains. 


> And meal. 

© And Millwork 

4 And gravel. 

© Anthracite, bituminous, bunker. 

‘ Atlantic, Pacific, and Gulf coast ports. 


* Atlantic, Pacific, and Gulf coast rivers; and the Mississippi River and its tributaries. 
+ Canals and connecting channels, federal, state, and private. 
1 Waterways not tributary to Atlantic, Pacific, or Gulf coasts. 


i Less than one thousand pounds. 
k After elimination of duplications. 


Source: Compiled from War Department, Annual Reports of the Chief of Engineers, Part 2, Commercial Statistics. 
The totals in this table show the movement of the selected commodities not only at Great Lake ports, but also at 
coast ports, rivers, and canals. They are not comparable with figures in Table II which cover Great Lakes traffic 


only. 


barley, oats, and rye. In our domestic 
and foreign commerce for 1940, 5,122,000 
tons of wheat were handled at Lake 
ports, 3,843,000 tons of other grains, and 
1,170,000 tons of flour and meal. 

The use of iron ore is basic to modern 
industry. One extremity of the Great 
Lakes System touches an extensive area 
of developed iron ore resources, the other 
is close to important iron and steel pro- 
ducing centers. The lakes serve as a link 
in the transportation of this bulky raw 
material from mine to smeltery. In 1940, 


139,218,000 tons of iron ore moved in the 
Great Lakes trafic. Westbound coal is 
the chief return cargo for grain and ore 
vessels operating to the lower lakes. The 
coal is shipped during the summer 
months and stored for future use by 
railroads, homes, iron and copper mines, 
and manufacturing industries. From a 
small beginning of 1,414 tons in 1855, 
coal shipments have risen to an impor- 
tant place in present total lake tonnage; 
93,162,000 tons were carried in 1940.8 

8 War Department, Corps of Engineers, Transporta- 
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The traffic in stone on the lakes has 
grown with the movement of iron ore. 
A large proportion of the stone tonnage 
is limestone for use in making iron and 
steel. Some of it is crushed stone for road 
building and other purposes. In 1940 the 
stone tonnage was 26,752,000 tons. The 
sand tonnage in that year was 9,733,000 
tons; and cement, 1,408,000 tons. At one 
time lumber and forest products were 
very important in Great Lakes com- 
merce, but the movement of these prod- 
ucts has declined with: the decreasing 
timber resources in the areas bordering 
the lakes. The domestic traffic consists 
of logs and sawed timber; the foreign, of 
pulpwood. Lumber and pulpwood ton- 
nage in 1940 was 2,225,000 tons. 

The magnitude and character of trade 
on the Great Lakes System is closely 
related to the economic development of 
the states tributary to the lakes. The 
Great Lakes touch eight states with an 
aggregate of over one-third of the total 





tion on the Great Lakes, Transportation Series no. 1 
(revised 1937), p. 307. 


population of the United States. This 
area is rich in farm and mine products. 
Lake transportation has been an impor- 
tant factor in the agricultural and indus- 
trial development of the area, and, con- 
versely, the development of the area has 
tended to increase the importance of 
lake commerce. As these states have in- 
creased in population and volume of 
production, tonnage carried on the lakes 
has been augmented. The type of com- 
modities carried has reflected the grow- 
ing industrialization of the region. The 
presence of abundant resources and the 
comparative absence of restrictions upon 
the free movement of goods have com- 
bined to make the Great Lakes System a 
significant fresh water highway. Thus 
this transportation system has played an 
integral part in the development of ex- 
tensive trade relations based upon re- 
gional specialization. The trade of this 
area is an outstanding example of the 
classic economic doctrine of “‘compara- 
tive advantage.” 
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Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. It is expected that 
this classification will be used consistently in 
subsequent issues of THE JouRNAL. It is 
hoped that this method of designation will 
lead to easy reference by our readers. Sug- 
gestions from them as to desirable changes 
will be welcomed by the editors. 


List or GENERAL HEADINGS 


1. Advertising 
2. Selling—Personal 


Commodity Studies 


Industrial Marketing 
Marketing Farm Products 
Marketing Minerals 
Marketing Services 
Producers’ Marketing of Consumer 
Goods 
8. Product Analysis 
g. Consumer Studies 
10. Cost of Marketing 
11. Foreign Trade 
Functional Marketing 
12. Co-operative Marketing 
13. Credit—Mercantile and Retail 
14. Retailing 
15. Transportation 
16. Warehousing 
17. Wholesaling 


Government and Marketing 


18. Federal, State, Local Regulation 
19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 
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WARES 


Statistics 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. War—General 

26. Miscellaneous 


1. ADVERTISING 


1.1 Magazine Circulation and Cost Trends. 
G. K. Greiner, Advertising and Selling, 


January, 1944. 


Mr. Greiner’s findings are based upon a 
study of 30 leading general magazines, which 
had a combined circulation of approximately 
50 million in 1943 and accounted for over 75 
per cent of total magazine advertising reve- 
nue. The period covered extends from the 
first half of 1938, ‘a period when the prog- 
ress of circulation and base costs appeared 
agreeably satisfactory,” to the first half of 
1943. His figures show a gain in circulation of 
23.5 per cent and a drop in the cost per page 
per M circulation of 10.9 per cent, despite the 
fact that the growth in circulation was ar- 
rested during the last twelve months (June 
1942 to June 1943) and page costs had risen 
slightly from the low figure of June, 1942. 
The result is that, in spite of higher rates, 
circulation that cost one dollar in 1938 could 
be bought for ninety cents in 1943. The charts 
and tables, which should be read to obtain 
a complete grasp of the situation, also show 
that the Women’s, Pictorials, and Home 
Service groups got the lion’s share of the to- 
tal circulation gains. 

While not pertinent to his article the au- 
thor does state that other types of media 
have also shown substantial increases in cir- 
culation and decreases in base costs. 
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1.2 Iowa Radio Audience Survey. Central 
Broadcasting Co., Des Moines, 1943, 9° pp. 


This is the sixth consecutive study of radio 
listening habits and preferences to be made in 
Iowa. This one was made by Dr. F. L. Whan 
of the University of Wichita. Federal ration- 
ing of gasoline made it impossible for inter- 
viewers to call at homes of farm families, 
as they had in the past, so superintendents of 
rural schools were entrusted with the dis- 
tribution and collection of farm question- 
naires via school children. This system 
seemed to work out satisfactorily. Interview- 
ers or farm questionnaries reached 9,075 
Iowa homes, 3,394 of which were in cities of 
more than 2,500 population, 1,670 in villages 
with population smaller than 2,500 and 4,011 
farm homes. Of the total families reporting, 
8,963 had one or more radio sets in the home 
—3,336 in cities, 1,643 in villages, and 3,984 
on farms. The survey answers the following 
questions as far as Iowa listeners are con- 
cerned: 

Which are the 80 most popular programs 
for urban, village, and farm families? How do 
listeners learn about new programs? Which 
stations are “‘heard regularly?” 

Which stations are preferred for news 
broadcasts? How has gasoline rationing af- 
fected urban, village, and farm listening? 
How many listen during each two-hour pe- 
riod of day and night—divided into men and 
women? What is the audience available dur- 
ing early morning and late evening hours? 
How many hours of listening take place per 
day—classified as to men, women, urban, 
village and farm? (1943 compared with 1942.) 

Which radio stations are “listened to 
most?” How much actual time do listeners 
spend with the “Listened to Most” station 
as compared with those “Heard Regularly?” 
What kinds of programs are liked best ac- 
cording to sex, place of residence, age and 
education? 


4. MARKETING FARM PRODUCTS 


4.1 The Cotton and Fiber Branch of the 
War Food Administration, in cooperation 
with the Mississippi State College is engaged 
in a study of comparative economies, from the 
standpoint of cotton growers, of ginning cotton 


at modern and sub-standard gins. The devel- 
opment of modern methods of motor trans- 
portation and good highways has provided 
cotton growers with alternatives of obtaining 
ginning services at small nearby gins having 
inadequate equipment or at larger modern 
gin plants but which are frequently located 
at greater distances. Items to be taken into 
account in connection with the study are 
costs of transportation of seed cotton to the 
gin, charges paid for ginning services, grades 
and staple lengths obtained, and prices ac- 
tually received by growers for cotton and 
cottonseed. Data will also be developed with 
respect to comparative costs of performing 
ginning services at modern and at sub-stand- 
ard gins. 

4.2 University of Illinois 

4.2.1 Milk Marketing. Mr. R. J. Mutti 
has completed a number of studies relating 
to the efficiency of trucks in assembling milk 
in the St. Louis milkshed, and also a rather 
comprehensive study as to the use made of 
milk marketed by Illinois producers over the 
last 20 years. It was found that there had 
been a substantial increase in the proportion 
of milk marketed as whole milk. While the 
volume marketed as butterfat had remained 
fairly constant, the proportion so marketed 
had decreased. 

4.2.2 Fruit and Vegetable Marketing. A 
study of consumer reaction to peaches of 
different degrees of maturity was conducted 
during the past year by Mr. R. A. Kelly. The 
survey, made in cooperation with the Uni- 
versity’s Department of Horticulture and 
certain chain food distributors, indicated 
that customers preferred peaches in a higher 
degree of maturity than those which are 
usually available to them. Late in October a 
conference was held in Urbana attended by 
representatives of producers, distributors, 
and the college, to discuss the problems of 
merchandising peaches in a riper condition. 
Minutes of the conference have been mimeo- 
graphed. 

Mr. Kelly has also made a comprehensive 
study of the production and marketing of the 
string bean crop grown in 1943 in the ex- 
treme southern part of Illinois as an emer- 
gency crop. 
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4.2.3 Marketing Apples. Professor J. W. 
Lloyd, in collaboration with Mr. V. A. Ek- 
strom, has published a bulletin that deals 
with the mareting of Illinois apples, and sum- 
marizes studies which have been made in 
that field by Professor Lloyd and various 
associates over a period of several years. 


7. PRODUCERS’ MARKETING OF CON- 
SUMER GOODS 


7.1 The Bureau of Foreign and Domestic 
Commerce has published “Wartime Dealer- 
Aid Programs,” which contains case studies 
of the assistance nineteen manufacturers 
have given their retail distributors in meeting 
wartime pressures. Prior to the war a number 
of manufacturers had in operation well- 
established dealer-aid programs, designed 
primarily to help dealers sell greater quanti- 
ties of the manufacturers’ products. With the 
development of severe wartime pressures on 
retailers, the number of dealer-aid programs 
has been enlarged, and their nature and scope 
have been changed. There has been a shift in 
emphasis from promotional work to the sup- 
plying of management guidance and other 
assistance designed to help retailers survive. 

In the case of manufacturers of those dura- 
ble goods which are no longer being made for 
civilian use, the preéminent problem of their 
dealers was that of supply. The answer to the 
problems of durable-goods dealers appeared 
to be a complete shift in the direction of the 
firms’ activities; where they had depended 
primarily on the sale of new products in the 
past, the emphasis during wartine must be 
on the sale of service. When dealers shifted 
their main emphasis from selling to servicing, 
trained manpower became a pressing prob- 
lem. Many manufacturers of durable goods, 
accordingly, organized extensive programs 
for continuous and intensive training of new 
help. 

The general reaction of the concerns cov- 
ered in this study was that their programs 
had definitely reduced the wartime mortality 
rate of their dealers; mortality figures were 
frequently cited to indicate a lower death 
rate among their own dealers than for the 
trade generally. Voluntary expressions of ap- 
proval of these programs by dealers were also 


furnished as evidence of their success. 

Most of the manufacturers expressed the 
intention of continuing their programs after 
the war. There appeared to be a disposition 
to maintain those features of the wartime 
programs which relate to the whole range of 
dealer-management problems. 

Manufacturers’ plans in regard to their 
postwar dealer aids have broad implica- 
tions. If an appreciable number of them 
carry out their intentions to continue and 
expand their wartime dealer-aids, even closer 
manufacturer-retailer relations should re- 
sult. To the extent that manufacturers con- 
tinue these programs on an intensive basis, 
it will raise the question of selective selling. 
Further, should manufacturers and retailers 
of durable goods continue to emphasize their 
repair and service activities, this might be a 
factor in the postwar demand for new dura- 
ble goods. 


9. CONSUMER STUDIES 


9.1 How Consumers Spend Their Income. 
Research Company of America, New York, 
1943, 8 pp. 

This brief study analyzes certain data re- 
cently released by the Division of Research, 
Consumer and Demand Branch, Office of 
Price Administration and serves to bring 
up to date some of the data contained in 
the National Resources Committee report 
on “Consumer Incomes and Expenditures in 
the United States, 1935-1936.” 


9.2 Variations in Expenditures Where Fam- 
ilies of Wage Earners and Clerical 
Workers are Classified by Economic 
Level. Roy C. Cave, Yournal of the 
American Statistical Association, De- 
cember, 1943. 


This study re-works some of the data from 
the income and expenditure studies of 1935- 
1936, made by the Bureau of Labor Statis- 
tics. The most important contribution to 
method is in the use of the individual as a 
unit instead of the family. In this way ac- 
count is taken of variations in size of family. 
The study is of interest, also, because of the 
factual fit of regression lines, indicating the 
close relationship, for example, between the 
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total expenditure per person on clothing and 
the outlay on shoes, shirts, and gloves as in- 
dividual items. Each study of this nature 
makes predictions of purchases for assumed 
income distributions more certain, provided, 
of course, the original data were representa- 
tive and purchase habits have not changed 
too much. 


10. COST OF MARKETING 


10.1 Extensive revisions of series showing 
farm-to-retail price spreads and marketing 
charges on farm products are near completion 
in the Bureau of Agricultural Economics. 
The first report for release early in 1944 will 
cover farm food products. Features of the 
publication include monthly data back to 
1913; allowance for by-product values in 
processing; allowance for waste and shrink- 
age in marketing, estimates of retail prices 
for the United States average consumer 
(urban and rural); a per capita food basket 
based upon farm sales and utilization for the 
§ pre-war years 1935-1939; breakdown of the 
food basket into component groups of dairy 
products, meat products, etc.; estimates of 
time lags for non-perishable crops of con- 
centrated seasonal production; and adjust- 
ment of prices and margins for processing 
taxes and subsidies. 


14. RETAILING 


14.1 Is Distribution Headed for a Caste 
System? Victor Lebow, Printers’ Ink, 
January 14, 1944. 

The main thesis of this article is that “‘the 
basic conflict between the chains and the in- 
dependents now actually resolves itself into 
a struggle between the chains and the /arge 
independents for the profitable business, and 
a struggle among the smaller independents 
for the unprofitable or less profitable busi- 
ness.” In reaching this conclusion, the in- 
crease in the size of chain units, and the 
changes in their merchandising policies, are 
woven into consumption statistics and cen- 
sus data on retailing in such a thought-pro- 
voking way as to well repay careful reading. 
The author thinks that department stores, 
principally because they cater primarily to 
the upper income groups which he believes 


will tend to shrink in size and influence, may 
be facing a waning market. He also offers 
some interesting thoughts on the postwar 
status of brands. 


14.2 More Stores, Wider Lines, Bigger Vol- 
ume; the 5 and 10’s of Tomorrow. 
T. Harvey McClure, Sales Manage- 
ment, December 15, 1943- 


The limited-price variety stores had by 
1940 already taken on many items up to a 
dollar and more in price. This trend was not 
a wartime phenomenon but rather emerged 
from the need during 1938-1940 of greater 
volume. The venture has proved profitable 
and this has encouraged many such outlets 
to make their stores more attractive physi- 
cally in order to compete more effectively on 
the higher-grade lines with department and 
specialty stores. 

Came the War, and the § and Io, faced 
with shortages in certain low-priced items, 
and encouraged by its previous success, has 
in many instances burgeoned out into the 
handling of additional high-priced merchan- 
dise. Some of the larger chains are preparing 
to launch a number of full-fledged depart- 
ment stores after the War, and Mr. Mc- 
Clure’s discussion of this development and 
its importance to producers who may have 
suitable items for distribution through such 
units makes an interesting and significant 


story. 


14.3 Industrial Peace for the Retailer. S. R. 
Zack, Fournal of Retailing, Decem- 
ber, 1943. 

This article is largely a plea for arbitration 
of disputes between labor and the retailer. A 
number of examples of labor disputes, some 
of which did, and others of which did not, 
utilize arbitration are cited briefly to contrast 
their results. 

The author finds that the most common 
types of disputes between retail employer 
and his employees are: 1. Those caused by 
the newly-initiated union man who thinks 
that now that he has the support of a union 
he can largely disregard the wishes of his 
employer. 2. Those started by employers who 
demand that the employee assume special 
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duties that are not provided for in the con- 
tract. 3. Those arising out of a contract that 
contains ambiguous clauses. 4. Those fought 
between unions over jurisdictional matters. 
5. Those instigated by a shop steward, usu- 
ally elected for the first time, whose arro- 
gance stirs up conflict. 


14.4 The Wartime Guide for Retail Grocers, a 
small pocket size booklet of 48 pages, was 
prepared in the Distribution Management 
Unit of the Bureau of Foreign and Domestic 
Commerce at the request and with the co- 
operation of the National Association of Re- 
tail Grocers. The Association provided the 
art work for the publication and printed 
100,000 copies. The booklet summarizes in 
terse language 42 separate suggestions for 
store economies and operating adjustments 
useful to the grocer in meeting personnel, 
supply, and operating problems brought 
about by wartime conditions. 


15. TRANSPORTATION 

15.1 Regional Flow of Commodities by Rail. 
All railroad waybills collected by the Office 
of Defense Transportation for May 27 and 
September 23, 1942, have been analyzed by 
the Interstate Commerce Commission’s Bu- 
reau of Transport Economics and Statistics 
in connection with the Commission’s Class 
Rate Case and have been published under 
the title of Territorial Movement of Carload 
Freight, May 27 and September 23, 1942. 
This analysis consists of s0-odd pages of 
tables, showing for each of the two days 
separately and for both combined, the car- 
load movement of the five principal classes 
of commodities, agriculture, animals and 
products, mines, forests, and manufactures 
and miscellaneous, together with various 
specific subdivisions thereof from each of the 
five originating rate territories in or into each 
one of the said territories. This study and 
the one-day analysis made by the Coordi- 
nator in the early 1930’s are the only studies 
of the overall territorial flow of commodities 
by railroad which have been published. This 
analysis may be obtained on request from 
the Bureau of Transport Economics and Sta- 
tistics, Interstate Commerce Commission, 


Washington 25, D. C. 


The same Bureau still has available on re- 
quest copies of The Distribution of the Nat- 
ural Resources of the United States by Freight 
Rate Territories and also a Statistical Sum- 
mary of Selected Data on the Economic Devel- 
opment of the United States by Freight Rate 
Territories. Both of these studies will be use- 
ful for reference and other purposes to mar- 
keting people who are interested in economic 
and postwar planning. 


15.2 Marketing Farm Products by Truck. A 
survey of the situation regarding trucks 
handling farm products has been prepared 
by Mr. B. D. Parrish and issued in mimeo- 
graph form by the University of Illinois. The 
report supplements a study made a year ago 
in Douglas and Henderson Counties, Illinois. 
It is shown that the increasing age of trucks 
and difficulty of replacement has led to sub- 
stantial progress in affecting economies in 
trucking farm products. However, in Doug- 
las County both the mileage and volume in- 
creased in 1943 as compared to 1942. 


18. FEDERAL, STATE, LOCAL REGULA- 

TION 
18.1. Internal Trade Barriers for Marga- 
rine. L. D. Howell, Fournal of Farm 


Economics, November, 1943. 


Federal and State legislation restricting 
the manufacture and sale of margarine is an 
outstanding example of an internal trade 
barrier that affects the wartime utilization of 
the food resources in the United States. An 
analysis was made to show the relative 
amounts and distribution of the benefits and 
costs of such restrictions. The results showed 
that the removal of all Federal and State 
excise taxes, license fees and other restric- 
tions on the manufacture and sale of mar- 
garine not needed to prevent fraud and to 
protect the public health would contribute 
toward an improved standard of living for 
the population as a whole and particularly 
for low-income families. 


21. PRICES AND PRICE POLICIES 

21.1 The Behavior of Refiners’ Prices for 
Selected Refined Petroleum Products for the 
Years 1931-1940 Inclusive is the title of a 
recently completed doctoral thesis by Mr. 
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George R. Terry in the School of Commerce, 
Northwestern University. 


21.2 Livestock Market Prices. Professor R. C. 
Ashby of the University of Illinois has been 
working on some of the problems involved in 
establishing proper price differentials be- 
tween various livestock markets of the state. 


22. GENERAL MARKET STATISTICS 


22.1 Bureau of Foreign and Domestic Com- 
merce 


22.1.1 The following revised or new series 
of retail and wholesale trade statistics are un- 
der way in the Current Business Analysis 
Unit: 

(a) Patterns of Retail Sales in the Postwar 
Year. On the basis of peacetime relation- 
ships, estimates of sales of retail stores by 
kinds of business are being made for various 
assumed levels of national activity. These, 
together with forecasts of 1944 sales are ex- 
pected to be published in an early issue of the 
Survey of Current Business. 

(b) New estimates are being developed of 
retail inventories by major kinds of business 
both for chain and independent organiza- 
tions. The data are practically complete and 
will be published in the Survey of Current 
Business in the near future. 

(c) Estimates of wholesale inventories are 
being developed by major kinds of establish- 
ments. The basis for these estimates are the 
current reports of the Bureau of the Census. 
Adjustments will be made for the changes 
shown by the 1935 and 1939 Censuses. 

(d) Revised estimates of monthly whole- 
sale sales by kinds of establishments are now 
being prepared on the basis of new data pro- 
vided by a number of governmental agen- 
cies. The work is expected to be completed 
in about three months. 

(e) The current estimates of consumer ex- 
penditures are expected to be revised in line 
with the annual estimates being prepared by 
the National Income Unit. This work should 
be completed in the next few months. 

(f) Special Reports. Two booklets are being 
prepared describing in considerable detail: 
(1) The methods used in deriving sales of 
retail stores. This will include all of the basic 


data, charts, and tables and an analysis of 
the movement of retail sales. (2) The method 
used for deriving the estimates on manufac- 
turers’ shipments, inventories and orders. 
This booklet will contain a detailed descrip- 
tion of the basis of the sample used in the 
Industry Survey, detailed data by industry 
groups, many charts, and an analysis of the 
results. 


22.1.2 Regional Shifts in Population, Pro- 
duction, and Markets, 1939-43. This recently 
published report was prepared in the Dis- 
tribution Division. The report indicates, in 
genera] outline, the changes in the geographic 
pattern of American economic life during the 
present war period. Unprecedented changes 
in industrial location, migrations involving 
several million people, and broad shifts in 
the potentialities of various market areas 
are shown. A series of charts and statistical 
data, presented by broad geographic regions 
and by states, provide useful guides for meas- 
uring the direction and importance of war- 
time shifts. 

A general conclusion reached in the report 
is that the economic center of gravity has 
moved sharply westward and southward dur- 
ing the war. This shift is indicated by the 
dramatic rise in the relative position of the 
Pacific, South Atlantic, and East South Cen- 
tral regions and by the relative decline of the 
populous Middle Atlantic region. The over- 
all shift from areas of relative loss to those of 
relative gain in economic importance has af- 
fected from 2 to § per cent of our total eco- 
nomic activity. For example, the net shift in 
civilian population from regions which have 
experienced a relative loss to those which 
have experienced a relative gain represents 
about 2 per cent of the total population, or 
approximately 2,500,000 persons. The net 
shift in income payments, on the other hand, 
amounts to nearly § per cent of the national 
total or more than $5,000,000,000. 

The wartime program of new capital in- 
vestment has tended to bring about a geo- 
graphic diffusion of American industrial 
plant, but it is revealed by the study that this 
trend is not a wholly new development. Even 
before the war, new investment was flowing 
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into the less industrialized regions more rap- 
idly, relative to the amount of manufactur- 
ing already located there, than into the New 
England and Middle Atlantic States. 
Whether the relative gains in industrial im- 
portance made by some areas during the war 
will hold in the postwar era depends, in large 
measure, upon the extent to which war pro- 
duction facilities can or will be converted to 
civilian output, as well as upon the timing of 
conversion. 


22.2 Regional Distortions Resulting from 
the War. Postwar Sales Territories. 
Elmer C. Bratt and D. Stevens Wil- 
son, Survey of Current Business, Oc- 
tober, 1943 and December 1943. 


These articles summarize the inequalities 
in regional advancement resulting from the 
war. Manufacturing employment in the vari- 
ous regions has increased generally in propor- 
tion to the changes which occurred in the 
Thirties and conformed to the relative pat- 
tern of industrialization existent before the 
war. The few states where the increases have 
been disproportionately great are pointed up 
as likely problem areas. Some of the most ex- 
treme expansions have resulted from greater 
non-manufacturing activity, and depression 
may be most severe in these areas since no 
comparable peacetime activity is likely to 
arise. 

Sales potentials are best represented by 
data on income payments. The regional dis- 
tribution of income payments has not been 
greatly modified by the war in spite of 
marked variation in the percentage increases. 
The most extreme increases in income have 
derived from agriculture and from the devel- 
opment of army camps. It is not probable 
that additional increases in income in the re- 
lated areas will be out of proportion to those 
arising elsewhere in the rest of the war period. 

Generally speaking, the trends of sales 
potentials are following those present in the 
prewar period. The most notable extremes 
are represented by accelerated advancement 
in the far West, and slackening which has 
occurred in the South Atlantic. In both of 
these cases some realignment can be ex- 
pected after the war. 


23. MARKET AREA STUDIES 


23.1 The University of Illinois Bureau of 
Economic and Business Research is under- 
taking the publication of a monthly sum- 
mary of current statistics and business in- 
formation for Illinois. The first issue of the 
Illinois Business Review will be issued in the 
near future. 


25. WAR—GENERAL 


25.1 Buying Perishables for the Armed 
Forces. Harry B. George, Jr., Har- 
vard Business Review, Volume XXII, 
No. 2. 


This article gives a clear description of the 
structure of the armed forces’ buying organi- 
zation for perishable foods. It is of interest 
to students of marketing because of the sug- 
gestions which it may contain concerning the 
desirable organization and operations for 
chain stores or group buying after the war. 
It seems clear that some such arrangement 
has advantages both for business and for 
consumers over the less rigid method of se- 
lection, pricing and inspection that have 
been common in this industry. 


25.2 Wartime Savings and Postwar Mar- 
kets. S. Morris Livingston, Survey of 
Current Business, September, 1943. 


The author analyzes the magnitude of 
liquid spendable reserves accumulating in 
the hands of consumers as the result of war- 
time savings and their influence on the post- 
war expenditure decisions of these consum- 
ers. He suggests that these reserves provide 
some assurance that the net balance of con- 
sumer and producer decisions will be in favor 
of expansion rather than contraction immedi- 
ately after the war. 

In the past, the desire on the part of in- 
dividuals to accumulate a backlog of savings 
against the uncertainties of the future has 
served to limit the size of the market for 
goods and services generated by given na- 
tional income. Additional savings have ap- 
peared more desirable than additional pur- 
chases of goods and services. Large wartime 
accumulations of liquid assets alter the terms 
of this competition. Individuals will already 
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have accumulated large reserves against fu- 
ture uncertainties and the advantages to be 
gained by further additions to these liquid 
assets will be smaller relative to the advan- 
tages to be gained from purchases of consum- 
ers goods and services than in the prewar 
period. Hence, the over-all market for con- 
sumers goods and services will be larger 
relative to the national income than inthe 
prewar period. 

The author suggests that wartime savings 
are significant less as a source of funds for 
postwar expenditure than as a catalyst af. 
fecting decisions as to expenditures from 
current income after the war. In fact, he 
argues, the aggregate expenditure of any 
large part of these savings immediately after 
the war is an economic impossibility. Any 
concerted attempt by consumers to spend 
substantially more than their current income 
would only lead to inflation which would re- 
duce the purchasing power of wartime savings 
and, therefore, their influence on postwar 
markets. Barring inflation, these reserves 
will not be dissipated in a brief postwar boom. 


26. MISCELLANEOUS 


26.1 Simplification as a Business Policy and 
Procedure. Carroll Dean Murphy, 
The Fournal of Business, October, 
1943. 

“Simplification gives him (the manager) 
in one key word a whole philosophy and 
perspective upon his task—to determine the 
objectives of the business in their simplest 
terms and to achieve those objectives with 
least lost motion,” states the author of this 
article in giving the term a broader, and in- 
cidentally a more significant, connotation 
than it often carries. While simplification 
has not assumed the same relative impor- 
tance in this war as it had in World War I, 
Mr. Murphy believes it has vast possibilities 
for the coming conversion period. He stresses 
its application to procedures as well as to 
products and argues that ‘“‘a business sim- 
plified is like a ship cleared for action. It can 
more quickly and flexibly adapt itself to new 
conditions.” Withal, however, he admits that 
there is a choice, and that there will still be 
plenty of room for those concerns that prefer 


to cater to the innumerable variations in the 
public’s whims. 


26.2 Nutritive Value of U. S. Food Supply, 
1930-1943. G. Lois Nelson and Faith 
Clark, Agricultural Situation, Janu- 
ary 1944. 

That the American diet has improved 
since the mid-thirties and is holding remark- 
ably well under war conditions is shown in 
this analysis of the nation’s eating habits by 
food economists of two federal Bureaus: 
Agricultural Economics, and Human Nutri- 
tion and Home Economics. In certain re- 
spects, the average person’s diet has even 
improved in the past two years. 

Vitamin C in the average diet has in- 
creased 1§ per cent since 1930. Consumption 
of citrus fruit and tomatoes is mainly respon- 
sible for this marked increase, for quantities 
of these foods have stepped up to 50 per cent, 
oranges in particular having practically 
doubled in supply. Present tendency is for 
this vitamin C increase to level off. 

Calcium and riboflavin have increased 
steadily in the per capita food supply since 
1934, chiefly due to a higher consumption of 
milk and milk products other than butter. 
This trend is particularly welcomed by nutri- 
tionists, since studies have shown calcium 
and riboflavin to be the nutrients most likely 
to be deficient in diets, especially among 
those not living on farms. Enriched flour and 
bread have stepped up the amount of B vita- 
mins and iron in per capita food supply, and 
the estimated benefits of enrichment will be 
even greater in 1944 than in 1943. Vitamin A 
has shown no marked trend, up or down, in 
the past 14 years. 

Protein consumption, very stable in the 
thirties, has been at a higher level in the 
forties. The 1943 civilian food supplies pro- 
vided 8 per cent more protein than did the 
supplies for the years 1935 to 1939. Relative 
food energy value of the per capita food sup- 
ply has remained fairly constant since 1930 
which is not surprising, since the number of 
calories an individual can use in a day is lim- 
ited unless he wishes to gain weight. Civilian 
food supplies in 1942 and 1943 furnished 
fewer calories than in 1941 (an unusually 
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high year in this respect) principally because 
war conditions limited sugar consumption. 

Dietary studies made in 1936 and 1942 
support these supply data, indicating that 
families were better fed in 1942. They con- 
sumed more milk, eggs, fruit, and vegeta- 
bles, i.e., the protective foods, than in 1936. 

While over-all average figures indicate 
that the country is adequately fed, it is em- 
phasized that many in this country do not 
get their share of the nutritive values in the 
supply, and that more of the protective foods 
especially need to be produced. If all families 
were to follow a moderate-cost food plan 
which would assure good nutrition, at least 
a fifth more milk and citrus fruit and toma- 
toes would be needed than were available in 
1943, and twice as large quantities of green 
and yellow vegetables. 


26.3 Pattern for Survival, Everitt R. Smith, 
McFadden Publications, Inc., New York, 
1943, 73 PP- 

This is a sequel to the study by the same 
author entitled The Destiny of Free Enterprise 
and is a report on what wage earners, making 
up 40 per cent of the country’s population 
think about business. Some of the revelations 
are startling to say the least. 

Almost unanimously, wage earners feel 
that for every $1 paid in wages, industry 
makes $2 clear profit. Business, they say, is 
interested primarily in war profits, is apa- 
thetic toward the postwar period; such slim 
plans as it has are designed for self-benefit 
only. The wage earner is sure he is taxed too 
heavily; he thinks business feels its 70% to 
80% levies very much less than he currently 
feels his 20% withholding tax. He also rather 
suspects that his employers are pocketing 
part of the victory and withholding taxes. He 
attributes the government’s wage freezing 
policy even in the face of rising living costs to 
the pressure exerted by capital. 

Most wage earners envision a never-ending 
battle between capital and labor with first one 
on top, then the other. Labor is sure that its 
present prosperity will change once the war 
is over and it therefore feels that unions must 
become stronger. Workers think that labor- 


management relations are set back regularly 
by company personnel men and legal staffs. 
Usually better educated, these men out-talk 
and out-smart union leaders and representa- 
tives at the conference table, entangle them 
in legal loopholes, leave them feeling that 
equal competition is only possible through 
threats and force. The peacetime desires of 
nearly all the wage earners are simple: decent 
living standards. Most of the current adver- 
tising, however, merely reinforces their con- 
viction that industry is “kidding” them. All 
they see are pictures of pipe dreams for the 
future, and little of what will be available 
immediately. The latest advertisements on 
new types of homes and practical equipment 
apparently never reach them or, at least, 
have not yet impressed them. 

Some workers look forward to a bad de- 
pression at the close of the war; even antici- 
pate that the government will probably de- 
fault on its bonds. The majority, however, 
are not so pessimistic; 60% expect some 
unemployment but almost 50% think the 
government can help most to maintain em- 
ployment and a slightly higher percentage 
think it is already planning to do so. While 
they divided almost evenly on the subject of 
postwar jobs, 48% see plenty, 47% see few, 
68% are sure that in either case wages will 
be substantially lower. Many of those ques- 
tioned feel that people should be forced to 
spend their savings for new products to 
stimulate production. 

The author’s conclusions are that, in addi- 
tion to planning for the future—business 
must explain its plans to wage earners and 
show them how they are designed to benefit 
all concerned. Such a public relations job if 
well done will mean that management as well 
as labor will profit from the increased co- 
operation and understanding. 


26.4 Fire, Automobile and Casualty Insur- 
ance Survey, Curtis Publishing Co., Phil- 
adelphia, 1943, 78 pp. 

This is a survey of the attitudes and 
opinions held by the buyers of the types of 
insurance covered. It covers 2,374 men in all 
income levels carried out by personal inter- 
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view in eight cities and two small towns all 
east of the Mississippi. Important conclu- 
sions are: 


(1) Almost 90% of the sample did not carry 
any kind of personal liability insurance. 

(2) Automobile insurance is far from the 
saturation point; for example, two-thirds of 
the sample did not carry any collision in- 
surance. 

(3) About half do not carry any accident or 
health insurance. 

(4) While people in general are favorable 
toward the institution of insurance—chiefly 
because they feel that the companies are 
well-managed—almost half of them believe 
the government should regulate the compa- 
nies. 

(5) Customers do not know company 


names, are confused by long titles and simi- 
larity in names. 

(6) People have little or no understanding 
of the small per cent of premium costs which 
remain with the insurance companies as 
profit, nor are they conscious that the trend 
of premium costs has been downward. They 
have a better understanding of agents’ com- 
missions than they do of company profits. 


26.5 The Bureau of Business Research of the 
University of Washington has initiated a 
study of the economic and financial relations 
of the United States and Russia. In addition 
to the final report, special bulletins will be 
issued from time to time, the first of which is 
expected to deal with Russian Far East and 
American Northwest. 
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RATIONING AND Price Controu In GREAT 
Britain, by Jules Backman. Washington, 
D. C.: The Brookings Institution, 1943. 
Pp. 68, paper. $.50. 


This book outlines the legal basis for price 
control in Great Britain, sets forth the types 
of machinery used to administer controls, 
and makes some observations on extent of 
success. Comparisons with United States 
price control experience are not made. It is 
a factual review rather than a philosophical 
treatment. 

The author treats separately British con- 
trols on raw materials, foods, manufactured 
goods, and rents. Brief reference is also made 
to wage and fiscal policies in relation to the 
problem of stabilizing prices. Rationing, 
black markets, and the British policy of sub- 
sidizing certain industries get their share of 
attention. 

One cannot read this book without noting 
a marked similarity between many of the 
British practices and our own experience 
with price control. Similarities include such 
things as the point system of rationing, 
“coupon banking,” waiting for price specula- 
tion and public pressure before applying 
price control to new items, freezing prices of 
newly controlled items at the inflated level, 
and changing point values of commodities 
from time to time to increase or decrease 
purchases of particular items. 

There are a number of dissimilarities, too, 
notably government control of supplies in 
the case of many items, the use of subsidies 
on an important scale, requiring consumers 
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to tie themselves to a particular retailer for 
all food supplies, establishment of quality 
standards where possible, a much higher ab- 
sorption by the government of surplus pur- 
chasing power, and a much lower level of con- 
sumption. 

Backman concludes his treatment of price 
control with a list of eleven “Highlights of 
British experience.” Five of those highlights 
are of particular significance. They are: 


1. Stability of prices has been subordi- 
nate to the maintenance of the flow of sup- 
plies. A controlled rise rather than un- 
changing prices has been the objective for 
many commodities. 

2. Fixing prices at retail and not at 
earlier stages of distribution caused sup- 
plies to disappear from the market. 

3. Classification and, where possible, 
standardization has been indispensable to 
the successful control over prices and the 
rationing of many products. 

4. Subsidies have been a very valuable 
device in stabilizing the prices of basic 
food products. The stabilization of the 
cost-of-living index, made possible by sub- 
sidy payments, reduced substantially the 
pressure for higher wage rates. 

5. British fiscal policy, which was based 
on heavy taxes and large-scale diversion of 
current savings to the government, appears 
to have eased the task of the price control 
and rationing authorities. 


Some who read Rationing and Price Con- 
trol in Great Britain will wish the author had 
been more qualitative in his approach rather 
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than purely descriptive. All, however, will 
find it a handy and valuable reference to 
British experience. 


C. H. SanpaGE 
Harvard University 


ConsUMER AND Opinion ReEsEarcu, by Al- 
bert B. Blankenship. New York: Harper 
and Brothers, 1943. Pp. x, 238. $3.00. 


This volume carries the subtitle “The 
Questionnaire Technique,” which places the 
writing in sharper and more accurate focus 
than the main title. It is concerned solely 
with the “ ‘formalized’ sort of questionnaire, 
where a specific set of questions is used.” 
Although the use of the questionnaire in 
mail and telephone approaches is not ig- 
nored the main emphasis is upon its use in 
personal interviews. 

The author, who is Director of Market 
Research of N. W. Ayer and Son, states in 
the preface that the book “‘is not intended as 
an exhaustive analysis, but rather as a run- 
ning narrative, the more complete elements 
of which can be filled in by supplementary 
reference.” This statement “places” the 
work just about as precisely as it can be done. 
The material is presented just as if the au- 
thor had before him a group of average busi- 
ness men with no training in research, or a 
few undergraduate students with some fa- 
miliarity with economics but no real grasp of 
research techniques, to whom he had to im- 
part the most essential rudiments of ques- 
tionnaire technique in consumer and public 
opinion research within a very limited 
amount of time. 

He takes up the various steps in question- 
naire research, one by one, in the order that 
they usually occur in actual research work: 
statement of the problem, method of collect- 
ing data, preliminary phrasing of the ques- 
tions, preliminary assembly of the question- 
naire, testing the questionnaire, securing an 
adequate sample, preparing and distributing 
materials, interviewing, summarizing the re- 
sults, preparing the report, measuring the 
adequacy of the survey (roughly a chapter to 
each). 

After defining each step, the author iden- 
tifies the most important problems in connec- 


tion with it. This is followed by a simple and 
concise statement of how they are handled 
under the more commonly occurring and less 
complicated circumstances. The whole treat- 
ment is carefully broken down into numbered 
and lettered topics and sub-topics, so that 
the veriest “‘tenderfoot” can follow the trail 
without difficulty. Moreover, after each im- 
portant point is thus explained, it is further 
clarified by an example taken from practical 
research experience—a practice that is found 
to be so very effective in teaching the un- 
initiated, whether students or others. 

The result is a compact, easily read and 
assimilated primer on questionnaire tech- 
nique that, for all its rigid sectioning, still 
makes interesting reading, and that, despite 
its designedly elementary character, is never 
superficial. 

It should be very useful as a “convenient 
reference for practitioners in the survey 
field,” especially those whose research work 
requires them to rely primarily upon the 
questionnaire only upon occasions and not 
constantly. For them the book is an excellent 
half-hour “refresher course” before the oc- 
casional “‘questionnaire job” is attacked, and 
its scope, the careful sectioning of its con- 
tents, and an excellent index make it as 
handy as a desk dictionary for quick refer- 
ence on the more common questionnaire 
problems. 

Those teachers who instruct in market re- 
search methods will find in the volume nu- 
merous practical examples and illustrations 
that can be used to good effect in the class 
room. 

Raven F. Breyer 
University of Pennsylvania 


Tue MEAsuREMENT OF Business Activity 
IN THE Pucet Sounp Area, by G. I. But- 
terbaugh. Chicago: University of Chicago 
Press, 1943. Pp. v, 72. $1.00, paper. 


Butterbaugh has attempted one of the 
most difficult tasks a statistician can try in 
building an index which will describe and re- 
flect business conditions in the fifteen west- 
ern counties of the State of Washington. The 
index covers the years 1922 through 1939, 
and is based on 24 series of economic data, 
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many of which were available for only a part 
of this period, and some of which are descrip- 
tive of a wider territory than the one under 
consideration. 

The resultant index is shown to parallel 
the index of production and trade for the 
United States compiled by the Federal Re- 
serve Bank of New York, the Federal Re- 
serve Board index of industrial production, 
the Bank of America index of far western 
business activity, the regional trade barom- 
eter of Dun’s Review, and the San Francisco 
District regional income index of Business 
Week. 

Butterbaugh points out the two major dif- 
ficulties in compiling regional indexes: first, 
the fact that the selection and the weighting 
of series depend on the individual judgment 
of the index-maker, and second, that there is 
no satisfactory basis of judging the accuracy 
of the finished index. There is no question in 
the mind of the reviewer that the present in- 
dex has been carefully and judiciously pre- 
pared. 

But there is considerable question as to the 
feasibility of similar indexes for most locali- 
ties. The Puget Sound area is probably richer 
in available economic series than many local- 
ities because it is an important port, and be- 
cause it is the headquarters of several 
important trades (including fisheries and 
lumber). Even so, most of the series used 
were not available over a period of years, and 
it is probable that there was no way available 
of adjusting the weights for particular series 
to the changing economic importance of in- 
dustries. It may be suggested that the neces- 
sity of statistical manipulation of various of 
the series decreased the descriptive vividness 
of the index. Moreover, it is unlikely that so 
complex a series could be prepared early 
enough to be of current use to business estab- 
lishments. 

One of the greatest values of the study is 
the warning it offers of the difficulties in at- 
tempting to construct lcoal or regional in- 
dexes. 


Lawrence C. Lockey 
Wilmington, Delaware 


A TREATISE ON War Inriation, by Wm. J. 
Fellner. Berkeley: University of California 
Press, 1942. Pp. x, 180. $2.00. 


This is the first research study conducted 
under the auspices of the Bureau of Business 
and Economic Research of the University of 
California. This Bureau was organized in 
July, 1941, to encourage and assist faculty 
members in research, a highly commendable 
objective. 

The thesis of this study is that rational 
statesmen, if free from political expediency 
(which the author says they are not), would 
“tax at a substantially higher rate than is 
usual in time of war” in order to prevent 
inflation. “They would presumably not tax 
at a rate which would be high enough to bal- 
ance the budget without a residual but they 
would tax at a rate which would not be much 
lower than that required to balance the war 
time budget.” 

The author advocates raising most of this 
amount by a highly graduated personal in- 
come tax. Assuming $70 billions to be needed 
for the fiscal year 1943, he advocates raising 
some $40 billions by personal income taxes 
and compulsory lending; $13 or $14 billions 
by income taxes on and borrowing from cor- 
porations; $6 or $7 billions by excise taxes 
(apparently largely on scarce articles, pp. 
89-90); $5 billions by borrowing offset by 
capital consumption in the civilian sector; 
and $5 or $6 billions by expansionary borrow- 
ing. 

The author estimates that 333 per cent of 
the total income payments in 1943 would 
raise the $40 billions. He proposes rates of 10 
per cent on incomes of $1,000 and increasing 
to 85 per cent on income of over $20,000. As a 
basis for these estimates, he uses the distri- 
bution of income as estimated by the Na- 
tional Resources Committee for 1935-36 and 
the assumption that the same distribution 
would apply to 1943. 

The distribution of income reported by 
this Committee is, to say the least, subject to 
question and the assumption that 1943 in- 
come is distributed in the same way as that 
of 1935-36 seems unwarranted. If other 
available estimates of income distribution 
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had been used, the suggested tax rates might 
have been materially changed. Such changes 
would not, however, change the author’s 
thesis that we should prevent inflation by 
drastic increases in income tax rates and 
forced loans from consumers. 

One wonders why the author did not ad- 
vocate graduating income taxes on increases 
in income since 1940. Workers with frozen 
ceilings on their wages and with little or not 
overtime pay (white collar workers, for ex- 
ample) already have their purchasing power 
reduced by higher living costs. They are not 
the ones causing the inflationary gap. The 
increased demand for goods comes largely 
from people with increased earnings. Thus it 
would seem that income taxes should be 
graduated on increased income as well as on 
the total amount of income. Such a tax is 
said to be politically unattainable. The au- 
thor, however, admits that his proposals are 
politically unattainable. ““A government at- 
tempting to raise almost the entire war fund 
by direct taxation would presumably run 
into political difficulties that would be insur- 
mountable, unless there should be a radical 
shift in public psychology” (p. 112). 

The author is then recommending what he 
considers an ideal method of raising war rev- 
enue with a minimum of inflation. He admits 
that his plan is politically impractical but 
says that “individual income taxes should be 
pushed to their political limit.” 

The author is to be commended for dis- 
cussing the problem, taking a strong stand 
against inflation, and for presenting an esti- 
mate of the taxes necessary to prevent infla- 
tion. The reviewer found the book difficult 
reading. 

P. D. ConveRsE 
University of Illinois 


How To Write A Goop ADVERTISEMENT, by 
Victor O. Schwab. New York: Schwab and 
Beatty, Inc., 1942. Pp. 76. $1.50. 


This little book does not tell everything 
but it will intrigue the uninitiated and bring 
back the professional to a sense of reality. 
What the book says in brief is that there is 
too much advertising in the world that for- 


gets the great fundamental purpose, to sell 
something. 

Micawber, if he had written an advertise- 
ment “‘would have hoped ‘something would 
turn up’ as a result of it,’”’ Victor Schwab, the 
author and a practical advertising executive 
tells us. Again, he reminds: “If your copy 
doesn’t get action from your readers, it 
doesn’t matter what rating it wins in any 
consumer-reaction test that is divorced from 
actual sales figures, or any testing method 
that doesn’t take into account proven ‘box 
office’ pull.” 

Each advertisement should get the atten- 
tion, show people an advantage, prove it, 
persuade people to grasp this advantage and 
ask for action, we are told. It is sounder to 
consider each advertisement as a one-selling 
presentation than to postpone part of the job 
to later advertisements. “The battle for the 
bucks” is a stiff one. In one issue of a maga- 
zine Mr. Schwab found 201 advertisers ask- 
ing each of their readers to spend $7,473.17 
for their products. And yet surveys showed 
a total income per family of only $2,275 a 
year. Your copy is only as effective as your 
effective use of the fundamentals described 
at the beginning of this paragraph, he says. 

One suspects that many a famous adver- 
tiser might read this book with a good deal of 
profit. It is a marvel of condensed writing— 
a maximum of punch and a minimum of 
words. 

Rosert P. Crawrorp 


University of Nebraska 


CurRRENT PROBLEMS OF BusINESs AND Gov- 
ERNMENT, edited by E. S. Wolaver. Ann 
Arbor, Michigan: University of Michigan, 
1943. Pp. 76. $1.00, paper. 

Such problems as (1) the renegotiation of 
government contracts, to prevent excess 
profits and a repetition of the World War I 
charge of war profiteering, (2) the termina- 
tion of government contracts, to permit, on 
equitable terms, the cancellation of the per- 
formance of war contracts, (3) the reconver- 
sion to peacetime production, to effect a 
smooth and efficient transition of our huge 
war plant to the production of consumption 
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goods and (4) an examination of postwar 
markets, to inquire into the marketing prob- 
lems that will confront our economy when 
the guns stop smoking, are the vital topics 
of the moment. 

For those interested in a practical discus- 
sion of these problems, a dollar investment 
for the purchase of the book under review 
will be well worth while. It is an edited re- 
port of four meetings held under the joint 
sponsorship of the Detroit Board of Com- 
merce and the Bureau of Business Research, 
University of Michigan. Each of the sub- 
jects previously mentioned, renegotiation, 
termination, reconversion, and _ postwar 
markets are introduced by an eminent au- 
thority in the field. This is followed by an 
open discussion engaged in by a panel of 
experts who discuss and answer practical 
questions raised by the audience. The report 
contains answers to 106 such questions. 

The mere fact that these questions are 
discussed and answered by 34 top-flight busi- 
nessmen, industrialists and economists of the 
stature of C. G. Blaugh, War Production 
Board; Colonel Cutter, Purchases Division, 
Army Service Forces; H. H. Wittingham, 
Chief Engineer, Borg-Warner; S. M. Liv- 
ingston, Chief, National Economics Unit, 
United States Department of Commerce; 
John Scoville, Economist, Chrysler Corpo- 
ration; H. G. Weaver, Director of Con- 
sumer Research, General Motors Corpora- 
tion; and Professors Waterman, Jamison, 
Gault and Blackett of the University of 
Michigan, is of considerable significance. 

The material is direct and meaty. There is 
no attempt at a detailed scholarly presenta- 
tion. Emphasis is upon brevity and practical- 
ity. 

To the general reader, college student, and 
marketing man the section on postwar mar- 


kets is of most interest. Dr. Livingston, who 
introduced this section, should have been 
given more space for a further development 
of his excellent presentation. 

Throughout, there is obvious emphasis 
upon the automobile industry phases of the 
problems at hand. But this is understanda- 
ble. The meetings were held in Detroit. 

Wiu1aM L. Doremus 
Camp Lee, Virginia 


BOOKS RECEIVED 


British and American Plans for International Currency 
Stabilization, by J. H. Riddle. New York: National 
Bureau of Economic Research, 1944. $.35 (paper). 

Credit Manual of Commercial Laws 1943, edited by 
H. H. Heimann, W. R. Montgomery, and R. G. 
Tobin. New York: National Association of Credit 
Men, 1944. Pp. vi, 840. $6.50. 

Where's the Money Coming From? by Stuart Chase. 
New York: Twentieth Century Fund, 1943. Pp. 
ix, 179. $1.00. 

Effectiveness of Unemployment Benefits in Maintaining 
Purchasing Power, by Sam Arnold. Columbus, 
Ohio: The Ohio State University, 1943. Pp. xv, 71. 

The Price Control and Subsidy Program in Canada, by 
Jules Backman. Washington: The Brookings Insti- 
tution, 1943. Pp. 68. $.50 (paper). 

Railroad Travel and the State of Business, by Thor 
Hultgren. New York: National Bureau of Eco- 
nomic Research, 1943. Pp. 36. 

The Reciprocal Trade Agreements Program: The Policy 
of the United States and Its Effectiveness, by James 
Constantine Pearson. Washington: The Catholic 
University of America Press, 1942. Pp. xiii, 328. 
$2.00. 

Some Factors Affecting the Supply of Milk and Milk 
Products in Nova Scotia, by Wilfred J. Garvin. 
Washington: The Catholic University of America 
Press, 1941. Pp. viii, 155. $1.50. 

Some Factors in the Development of Market Standards, 
by Edward Eugene Gallahue. Washington: The 
Catholic University of America Press, 1942. Pp. 
Xili, 209. 

War's End and After, by Stuart Chevalier. New York: 
The Macmillan Company, 1943. Pp. xii, 337. $2.75. 

Wartime Government in Operation, by W. H. Nicholls 
and John A. Vieg. Philadelphia: The Blakiston 
Company, 1943. Pp. xiii, 105. $1.50. 
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ELECTION OF OFFICERS 
FOR 1944 


The following officers of the American 
Marketing Association were elected for the 
year 1944: 


President—Howard Whipple Green—Cleveland Real 
Property Inventory, 1001 Huron Road, Cleve- 
land 15, Ohio 

First Vice-President—Donald M. Hobart—Curtis Pub- 
lishing Company, Philadelphia 5, Pennsylvania 

Second Vice-President—Franklin R. Cawl, Arthur Kud- 


ner, Inc., International Bldg., New York 20, New 
York 
Treasurer—Arthur P. Hirose, McCall Corporation, 230 
Park Avenue, New York 17, New York 
Secretary—Ross M. Cunningham, Massachusetts Insti- 
tute of Technology, Cambridge 39, Massachusetts 


Directors Elected for 1944-45 
Robert T. Browne—Pillsbury Flour Mills Company, 
Minneapolis, Minnesota 
Clyde W. Phelps—University of Chattanooga, Chat- 
tanooga 3, Tennessee 
C. H. Sandage—Harvard Business School, Soldiers 
Field, Boston 63, Massachusetts 


Directors Continuing through 1944 


Henry E. Erdman—University of California, Berke- 
ley 4, California 

Lyman L. Hill—Servel, Inc., Evansville 20, Indiana 

Everett R. Smith—Macfadden Publications, 205 
East 42nd St., New York 17, New York 


Immediate Past President and Director 
Albert Haring—School of Business, Indiana Uni- 
versity, Bloomington, Indiana 
Editor-in-Chief of JoURNAL OF MARKETING 


Reavis Cox—Retail Credit Institute of America, 
917 15th Street, N.W., Washington 5, D. C. 


President Green has reappointed Robert N. 
King of Batten, Barton, Durstine and Os- 
borne, Inc. as Business Manager of THE 
JOURNAL OF MARKETING and Charles F. Phil- 
lips of the Office of Price Administration as 
Managing Editor of THE JOURNAL OF MAR- 
KETING. 


The Teller’s Committee was composed of 
John M. Sherman, Chairman, Federal Re- 
serve Bank of Boston; George E. Bruce, 
Recording and Statistical Corporation, Bos- 
ton; M. L. Hersey, Socony-Vacuum Oil 
Company, Cambridge; Geoffrey L. Pipette, 
Carter’s Ink Company, Cambridge; Harold 
P. Smith, Department of Commerce, Bos- 
ton; and Freeman J. Young, Lever Brothers 
Company, Cambridge. 


MINUTES OF BUSINESS 
MEETING 


A business meeting of the American Mar- 
keting Association was held on November 
12, 1943 in Cleveland at the National War 
Conference. President Haring presided. The 
Secretary reported that membership was 
approximately 1200 and that over 300 new 
members had joined the Association during 
the first ten months of 1943. Robert N. 
King, Business Manager of THE JOURNAL OF 
MARKETING, reported the financial statement 
of THE JOURNAL, and the Treasurer of the 
Association, Howard Whipple Green, pre- 
sented a financial report covering the Asso- 
ciation activities exclusive of operation of THE 
JOURNAL. 

The Association expressed its appreciation 
of the fine work which the Northeastern 
Ohio Chapter and its President, Ralph 
Greiner, had done in organizing a most suc- 
cessful conference. Appreciation was also 
expressed to the Program Chairman, For- 
rest Ramage, for a very stimulating program. 

The following resolution, introduced by 
Franklin R. Cawl, was passed: 

Whereas it is the determination of the industrial 
organizations of the nation to do everything in their 
power to maintain a high level of employment after the 
war; 

And whereas the maintenance of a high level of em- 
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ployment means the production and distribution of 
greater volume and variety of products than ever before 
known in this or any other country; thereby putting a 
burden of performance upon the marketing, selling and 
advertising divisions of industry and business that 
cannot be efficiently executed without far more com- 
plete and more accurate facts about production and 
distribution facilities and operations than have ever 
been available before, 


Be it resolved by the American Marketing Associa- 
tion, in convention assembled at Cleveland, Ohio, 
November 12, 1943, that the President of the Associa- 
tion be, and hereby is, authorized to appoint a com- 
mittee of not more than five members of the Associa- 
tion, including a chairman, whose duty and purpose it 
shall be to work with the local chapters of the Associa- 
tion, the Department of Commerce and other branches 
of the government of the United States, the several 





FINANCIAL STATEMENT 
AMERICAN MARKETING ASSOCIATION 
INCLUDING 
Osyective Funp AND JourRNAL OF MARKETING 


January 1, 1943, to December 31, 1923 








Cash on hand Fanuary 1, 1943 Disbursements 

eee omnes Mate. ... Ge Ope.07 Gabel... 0... ccccvcsccccescccesscens $ 982.83 

Objective Fund*............. 1,372.13 Thi ssn witudenseseatn $862.83 

AR, OR 2,332.50 I ai 2s dine ye hak hea 120.00 

——— Postage... .............2005- 389.83 
$5,579.30 ee reer 305.56 

Receipts DE, cic scverkceaedees 84.27 

Membership dues for Ass’n.... 5,520.00 Express, telephone, telegrams 

Sale of Roster by Ass’n....... 629.80 (charges of Ass’n).......... 63.45 

Non-member sub. of Journal... 1,208.00 Exp. Membr. and Chap. Org. 

Sale of single copies of Journal. . 173.58 MS Sicsaaekeareedeadas » 266.88 
Sh siihedesssae $ 5.25 og £ errr er 644.00 
ae 168. 33 Printing, multigraphing, supplies 353-27 

Advertising revenue of Journal. §25.00 ES ieee echens enantio 261.92 

Reprint sales of Journal....... 395-53 Rs 5d cchawawhudihse'd 91.35 

Royalties for Objective Fund. . 51.50 Convention expenses of Ass’n.. 822.90 

Gift to Objective Fund........ _- Banta Pub. Co., for Journal. . . 2,939.96 

Interest for Objective Fund... . 13.25 ouch teneiuin ens 680.95 

Local chapter dues received... . 41.00 in SidacaaMnkiswe es 727.28 

Ns tridenaedatine-s 23.78 EE ry Tee — 

Pnieé seckanwe $23.78 Dish tiasciteaseséoeses 765.88 
ites seabed -- LE Tre ere 765.85 
———_ Reprints of Journal........... 379.30 
$8,581.44 Charge off, rebates, against 
Ds + £2506 cndedandnces 10.60 
Local chapter dues refunded .. . 46.00 
Miscellaneous. ............... 71.86 
| EEE are sees eee yea $3.19 
i sccccdatnhom ganas 18.67 ¢ 6,970.88 
Cash on hand December 31, 1943 
eee eckaeanwenee $2,641.77 
Objective Fund*............. 1,436.88 
Ee ee 3,111.21 
Cash in bank.... $2,891.03 
Outstanding accts. 220.18 7,189.86 
DN nd dines aiedibhesscecs ie Ts oss, ba daededsaWanandeecententeqeeeceeden's $14,160.74 


* This fund has been established at the instance of Mr. Nathaniel W. Barnes and at present represents Mr. 
Barnes’ initial contribution of $200.00, royalties of $1,169.97 from the sale of “Technique of Marketing Research,” 
proceeds of $28.00 from article by Dr. Vergil D. Reed, and bank interest of $38.91 on this money. It has been re- 
ferred to here as the “Objective Fund” because, by stipulation, it is to be utilized in the promotion of the scientific 
approach to marketing problems—the underlying objective of the Association. 
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States, and with such other organizations as it may 
seem desirable, for the purpose of having gathered, 
collated and published by the U. S. Department of 
Commerce, together with regular revisions from time 
to time as necessary, a comprehensive census of the 
domestic commerce of the nation in all of its branches 
including unit volume as well as dollar volume, and 

Be it further resolved that the Committee be em- 
powered to call upon the several local chapters of the 
Association for assistance and advice in formulating a 
definitive outline of the facts and figures deemed essen- 
tial to the orderly and economical distribution of the 
tremendous volume of products that must result from 
a high level of production by the commercial interests 
of the nation. 


Some discussion followed the passage of 
this resolution, and a motion submitted by 
Donald R. G. Cowan was passed which pro- 
vided that the 1944 officers and board of di- 
rectors of the Association should entertain 
proposals from organizations regarding im- 
provements in business data provided by 
government and should take appropriate 
measures for providing the proper talent and 
methods of securing such improved data. 

A motion of appreciation to President 
Haring for his leadership during a difficult 
year was passed by the meeting. 


CONSOLIDATED FINANCIAL 
STATEMENT OF A.M.A. 


The consolidated financial statement given 
on page 446 represents a capital gain of 
$1,610.56 during 1943. This is explained in 
part by the increase in membership and in 
non-member subscriptions to THE JOURNAL 
and in part by the postponement of the 1942 
December meeting and the omission of the 
April Supplement in which the papers given 
at the meeting would have been printed. The 
cash balance includes $1,278.00 of dues and 
subscriptions paid in advance. 


MEETING OF CHAPTER AND 
NATIONAL OFFICERS 


A meeting of chapter and national officers 
was held at the end of the Fall Meeting in 
Cleveland. The lateness of the hour and the 
fact that several chapter officers had to board 
trains made it necessary to omit many items 
from the agenda. It was clearly evident, how- 
ever, that there was a need and a desire on 


the part of chapter officers for more frequent 
and more detailed information concerning 
the activities of other chapters than can be 
provided through A.M.A. Notes. It is hoped 
that means can be found this year for the 
collection, organization and frequent circu- 
lation of such information. 

It was also the sentiment of the meeting 
that the Treasurer of the American Market- 
ing Association might offer on an optional 
basis to bill A.M.A. members for chapter 
dues at the same time that National bills 
were sent out. Such a service would be at the 
request of the chapter. This plan is being 
tried on an experimental basis this year by 


the Philadelphia Chapter. 


CHAPTERS IN ACTION 
Chicago Chapter 


Officers 1943-44 

President—C. T. Heusinkveld, Armour & 
Company 

First Vice-President—J. J. Martin, Henri 
Hurst & McDonald, Inc. 

Second Vice-President—H. L. Porter, 
Standard Oil Company of Indiana 

Secretary—W. C. Eldridge, Radio Cor- 
poration of America 

Treasurer—J. H. Fries, Kraft Cheese 
Company 

Membership and attendance at chapter 
meetings are reported at record levels. The 
training course for market research workers 
which was conducted successfully in 1943 is 
to be repeated under the guidance of a com- 
mittee headed by C. C. Chapelle. 

Carl H. Sundberg has moved from the 
War Production Board to National Transi- 
tads in Chicago. 


Indiana Chapter 


Officers 1944 

President—Fred J. Hamerin, Lilly Varnish 
Co., Indianapolis 

Vice-President—Carl G. Simon, Kingan & 
Co., Indianapolis 

Secretary-Treasurer—William E. Rogers, 
Indianapolis Power & Light Co., Indianapo- 
lis 
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Directors—Albert Haring, Indiana Uni- 
versity, Bloomington; W. R. Spurlock, Eli 
Lilly & Co., Indianapolis 

Officers for 1944 as shown above were 
elected at the December meeting of the 
Indiana Chapter. The meeting consisted of 
a panel discussion of the postwar outlook by 
Dr. C. D. Hadley of Eli Lilly & Company, 
Harry B. Marsh of the Perfect Circle Com- 
pany, and Harry P. Britan of John Deere 
Plow Company. Dr. E. H. Shideler and 
Charlton N. Carter acted as interrogators. 


New England Chapter 


Officers 1943-44 

President—Ralph R. Butler, 
Mills 

Vice-President—Gerald B. Tallman, Mas- 
sachusetts Institute of Technology 

Treasurer—Harold P. Smith, United 
States Department of Commerce 

Secreatry—John M. Sherman, Federal Re- 
serve Bank of Boston 

Directors—George E. Bruce, Recording 
and Statistical Corp.; Richard L. Edsall, 
James Thomas Chirurg Company; Geoffrey 
L. Pipette, Carter’s Ink Company; Allen W. 
Rucker, Eddy-Rucker-Nickels Company. 


Meetings 


On November 16, Mr. Charles L. Sheldon, 
Purchasing Agent of Hood Rubber Company 
and former Director of the Packaging Div- 
sion of the War Production Board, discussed 
the principal changes in packaging methods 
which had been enforced by war-time restric- 
tions on materials. He predicted that a new 
science of packaging will develop after the 
war and that there will be an intensely com- 
petitive fight between glass, tin and paper. 

Carl T. Hoffman, Sales Consultant and 
member of the management counselling firm, 
McKinsey & Company, discussed “‘A Prac- 
tical Approach to Postwar Planning” at the 
December meeting. Most of Mr. Hoffman’s 
suggestions for immediate planning for the 
postwar period consisted of good, substantial, 
blueprint preparations mow for the day when 
war contracts will be cancelled and reconver- 
sion to consumer goods production begins. 
The speaker, however, cautioned that plan- 


Kendall 


ning not be limited to the development of 
blueprints, but that great emphasis be 
placed on marketing philosophies and prac- 
tices. He charged that our past marketing 
methods were rusty and could not be ex- 
pected to stand the strain of postwar distri- 
bution demands. He felt that this must be 
changed in the future in order that over-all 
costs of distribution be reduced. “Only by 
squeezing excessive costs from products and 
making them available to the public at the 
lowest possible prices can the fertility of mar- 
kets be maintained and thus factories kept 
operating.” 

On January 18, 1944, Mr. John J. Karol, 
Assistant Sales Manager and Market Re- 
search Counsel, Columbia Broadcasting 
System, talked on “Measurement in Radio.” 
There was a large attendance and a spirited 
discussion period followed. 


New York Chapter 


Officers 1944 

President—D. E. Robinson, Pedlar & 
Ryan, Inc. 

Vice-President—Arthur Hurd, J. Walter 
Thompson Company 

Secretary—Margaret C. Booss, McCann 
Erickson, Inc. 

Treasurer—James A. Mahoney, Mutual 
Broadcasting Sytem, Inc. 

Directors—Robert N. King, Batten, Bar- 
ton, Durstine & Osborn, Inc.; George H. 
Allen, WOR Radio Station; O. L. Tinkle- 
paugh, J. M. Mathes, Inc. 

The chapter officers shown above were 
elected for 1944 and announced at the De- 
cember meeting. Senator Joseph C. O’Ma- 
honey spoke at the November meeting on 
“Government, Business, and People in the 
Postwar World.” This regular monthly 
meeting was combined with the Postwar 
Planning Discussion Group under the chair- 
manship of René Pepin. 


Northeastern Ohio Chapter 


Officers 1943-44 
President—Ralph C. Greiner, McGraw- 
Hill Publishing Co., Inc. 
Vice-President—Forrest H. Ramage, Re- 
public Steel Corporation 
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Treasurer—Robert Blair, The Iron Age 

Secretary—John Maddox, Fuller & Smith 
& Ross, Inc. 

Directors—H. E. Allen, Dobeckmun Co.; 
E. B. Bossart, Bailey Meter Co.; D. R. G. 
Cowan, Republic Steel Corp.; Dr. C. J. 
Crobaugh, Fenn College; Howard W. Green, 
Cleveland Real Property Inventory; M. C. 
Pecsok, Osborn Manufacturing Co.; G. P. 
Robers, The Weatherhead Co.; Kenyon 
Stevenson, Griswold-Eshleman Co.; L. J. 
Bornhofen, Goodyear Tire & Rubber Co.; 
R. E. Gunn, Iron Fireman Manufacturing 


Co. 


Meetings 


The regular monthly dinner meetings were 
changed this season to noon-day luncheons at 
the Mid-Day Club. Average attendance has 
almost doubled and the chapter membership 
reached 115 in January. 

The 1943-44 meeting schedule has been as 
follows: 

September 14—Dr. Franklin R. Cawl, who 
at that time was Director of Research and 
Sales Promotion of the Farm Fournal, told 
the group about the basic methodology in 
operating the “Continuing Study of Farm 
Family Purchasing” which he originated and 
directed. Attendance was 69. 

October 12— Mr. Clyde Shute, Assistant 
Vice-President in Charge of the Statistical 
and Research Division of the F. W. Dodge 
Corporation, presented a detailed discussion 
of the probable developments in each major 
segment of the building industry. Attendance 
was 74. 

November 11 and 12—The National War 
Conference (A.M.A. Annual Fall Meeting) 
substituted for the regular November chap- 
ter meeting. Attendance was 345 basic regis- 
trations. 

December 14—Mr. Lyman M. Forbes, Re- 
search Editor, American Builder, Chicago, 
presented his opinions about the market for 
postwar home building; the future for pre- 
fabrication; the status of the lumber and 
building material dealer; and, of great inter- 
est, a preview of a national survey just com- 
pleted on the inventories of lumber and build- 
ing material dealers. Attendance was 52. 


January 11—Mr. O. C. Corbin, Director of 
Sales Training, National Cash Register, dis- 
cussed the nature and scope of the problems 
to be faced by business management in the 
proper selection of new personnel. Attend- 
ance was 102. 


Committees 


The chapter Publicity Committee headed 
by Mr. Gene Robers has been very effective 
in getting advance notices of meetings in 
newspapers just prior to meetings. At the 
present time a quarterly newsletter concern- 
ing activities of the membership is in the 
planning stage. 

The Membership Committee, under chair- 
manship of Dr. Clyde Crobaugh, has in op- 
eration a program of personal calls on pro- 
spective members, supplemented by occa- 
sional special mailings. The chapter secured 
22 new members at the time of the National 
War Conference in Cleveland and has added 
another 17 since then. 


Philadelphia Chapter 


Officers 1943-44 
President—Franklin R. Cawl, 
Kudner Co. 
Vice-Presidents—Lawrence C. Lockley, 
E. I. duPont de Nemours & Co.; Roland 
G. E. Ullman, R. G. E. Ullman Organization. 
Secretary—William F. Buehl, McGraw- 
Hill 
Treasurer—Irving W. Wilder, Henry Dis- 
ton & Sons 


Arthur 


Meetings 


Harold R. Bodtke of the American Stores 
Company, Philadelphia, addressed the regu- 
lar monthly meeting, November 16. Speak- 
ing on the subject of frozen and dehydrated 
foods, Mr. Bodtke stated that in his opinion 
frozen foods would make greater gains than 
dehydrated foods in postwar markets. He 
said he believes that some dehydrated foods 
are here to stay, but that many others fall 
into the classification of war-time substitutes 
or convenience goods and will pass from the 
market after the war. 

Mr. M. D. Miller of American Airlines, 
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Inc., spoke on December 14. He outlined the 
effects which air cargo transportation, as dis- 
tinguished from air express, may have in 
postwar markets in the form of savings on 
inventories through greater availability di- 
rect from manufacturers, greater turnover, 
and its possible effect on style merchandise. 

George B. Beitzel of the Pennsylvania Salt 
Manufacturing Company on January 18 ex- 
plained the work being done in connection 
with his company’s operations after the war 
by its postwar planning committee. The com- 
mittee has seven members, two from sales, 
two from market research, one each from 
product development, plant operations, and 
purchasing. In general, it is composed of 
younger men within the organization. Meet- 
ings are held every three weeks and complete 
minutes are taken for distribution to others 
in the company. By this means the commit- 
tee attempts to keep the company informed 
on current developments which may affect 
Pennsylvania Salt. 


San Francisco Chapter 


Officers 1944 

President—Dr. Ewald T. Grether, Profes- 
sor of Economics at the University of Cali- 
fornia. 


Vice-President—B. J. Lynip, Jr., Califor- 
nia and Hawaiian Sugar Company 

Secretary-Treasurer—John R. 
California Packing Corporation 

New officers for 1944 were announced at 
the January meeting and are listed above. 
Dr. Ewald T. Grether, the new President, 
has long been prominent in the American 
Marketing Association and was Editor-in- 
Chief of THE JOURNAL OF MARKETING in 
1941-42 and Managing Editor in 1939-40. 


Doxey, 


Meetings 


The January meeting was devoted to a 
discussion of postwar planning in the State 
of California, with Colonel Alexander R. 
Heron, Director of the California Recon- 
struction and Reemployment Commission, 
as guest speaker. Colonel Heron, temporarily 
excused from military service a few months 
ago, has already laid the groundwork for an 
extensive program to stabilize the State 
economy. One of the problems in California 
is the tremendous in-migration of population 
attracted from all parts of the United States 
by war industries. Colonel Heron expressed 
the belief that a large part of this population 
proposes to remain in the State as long as 
there is employment. 











...or Aspirin for the Generals 


Today it’s the military and 


*« * * naval brass hats . . . mar- 


shaling men and materials for victory. 


After the war, the big goal will be to sell a 
record volume of goods to hike employment 
to an all-time peak. Tomorrow’s generals will 
be the country’s sales executives. 


They face new problems, plenty of headaches. 
Population and income re-shifting . . . ques- 
tion marks all over the map . . . Where are 
wartime booms deflating, leveling off, still 
expanding? More goods to be sold than ever 
before . . . old quotas to be revised, new ones 
set for untried products . . . which are the best 
cities? New buying and living habits . . . sell- 
ing the war-enriched “submerged” millions up 
to a higher standard of living, unselling other 
millions on fantastic dream products, Packag- 
ing “dos” and “don’ts.” Hiring, aptitude-test- 
ing, training, compensating salesmen. Air 
travel and air freight as better selling and dis- 
tribution aids . . . questions . . . doubts... . 
problems without precedent in past experience. 


Tomorrow’s generals must have the “know 
how” and “know where” of post-war planning 
now ... or large doses of aspirin later... . 


For thousands of sales executives SALES 
MANAGEMENT is a periscope on the horizon 
. . . registering first shapes of things to come, 
reflecting them back to readers as blueprints 
for action. Regular departments, special sur- 
veys, sharply analytical articles—largely by 
the “Generals of Tomorrow”—forearm read- 
ers now with the “know-how” to lick oncoming 
problems. Exclusive statistical studies . . . the 
Annual Survey of Buying Power, the Novem- 
ber interim supplement to the Survey, monthly 
forecasts and ranking of the country’s best 
retail markets, lively picture graphs of market 
trends . . . provide a steady stream of “know- 
where” information, without which the “know- 
how” would be stalled. 


These are a few of the reasons why SALES 
MANAGEMENT is first and foremost the 


business magazine of sales and marketing 
executives, 


$5.00 a year for 26 issues, including Survey of Buying Power issues 
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New Macmillan Texts— 


Industrial Management 
By KNOWLES & THOMSON 


Two men thoroughly experienced in business present here, in a most practical 
manner, the basic principles underlying the organization, control and operation 
of manufacturing enterprises. Each aspect of industrial management is illustrated 
by specific problems, many of them taken from the actual experience of various 
industrial concerns. The book includes a section on the management of physical 
property, and one on the organization of the physical plant. The fourth section 
discusses management of manpower and the fifth section production control. 
The final section is devoted to cost control. The two sections on “Management 
of Manpower” and “Production Control” (the latter includes the section on 
Costs) are also available in separate volumes for $2.25 and $2.50 respectively. 


791 pages Illustrated $4.50 


Asa S. Knowles is Dean of the School of Business Administration, Rhode Island State College. 
Robert D. Thomson is Owner and General Manager of Thomson Manufacturing Co., The 
A. E. Liebsch Co., and The F. R. Benner Co., formerly Management Consultant. 


Principles of Marketing 
By FRED E. CLARK 


The third edition of this widely used standard text brings all material up to date. 
Recent developments are treated in detail. They include trends in retailing and 
developments in the field of large-scale retailing, including voluntary or coopera- 
tive retail organizations and supermarkets. The discussion of the marketing of 
industrial goods and of selective distribution has been amplified. 


828 pages Illustrated $4.50 


Fred E, Clark is Professor of Economics and Marketing in the Northwestern University 
School of Commerce. 


Elementary Statistical Methods 


Applied to Economic & Business Data 
By WILLIAM A. NEISWANGER 


A thorough and up-to-date general survey of the methods and interpretation of 
economic and business statistics is provided in this new text. It gives expert train- 
ing in making and understanding calculations, recognizing the assumptions made 
in the computations and how these condition and limit the interpretation of any 
single statistical method. A laboratory manual containing many and varied prob- 
lems, prepared by the author and Floyd Haworth of the University of Illinois, 
will be available in the near future for use with this text. 


740 pages Illustrated $4.00 


William A. Neiswanger is Associate Professor of Economics, University of Illinois, now on 
leave to serve as Principal Business Economist in the Office for Emergency Management, 
OPA, Washington, D.C. 


Les The Macmillan Company, 60 Fifth Ave., New York | — 
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HERE IS THE SCIENTIFIC WAY TO RESULTS 


How to prepare, operate and 
interpret questionnaires 


Consumer 
& Opinion 
Research 


The Questionnaire Technique 


By Albert B. Blankenship 


Market Research Director, N. W. Ayer & Son 


Expert and timely are the words which properly describe this 
practical manual on the how, when and why of conductnig 
questionnaire surveys. Increasing use of this method for com- 
mercial and public inquiries has opened the whole subject 
to critical discussion of the techniques employed. This the 
author here undertakes in a way that should have a salutory 
effect on the flood of questionnaires in use today. 


He gives precise, step-by-step directions on how to phrase 
and assemble the questions, how to test the questionnaire, 
how to secure a cross-section and determine how large 
the sample should be to achieve maximum accuracy, how to 
summarize the results and prepare the report, etc. . . . complete 
information together with 212 separate references, useful 
tables and formulae and an exhaustive index. 


Thus the book is an invaluable guide and reference for every 
marketing executive who wants to know how to conduct 
surveys that produce dependable answers to his problems. 
Suitable for text use as well. 


$3.00 at your bookseller or direct from 


49 E. 33rd Street 


HARPER & BROTHERS : 





THIS NEW BOOK 
SHOWS YOU— 


8 rules for phrasing questions 


8 principles governing question se- 
quence 
6 things the pre-test accomplishes 


How to use the random and con- 
trolled sample 


3 factors influencing sample size 

How to prepare and distribute ma- 
terials 

12 principles of interviewing 


How to classify and tabulate replies, 
ete. 


WHAT TOP AUTHORITIES 
THINK OF THIS BOOK 


“Extremely well organized, compre- 
hensive, easily understood.” —-HARRY 
H. FIELD, Director, National Opinion 


Research Center 


“It strikes me as being an unusually 
effective, down-to-earth treatment of 
the subject..—HENRY WEAVER, 
Director, Consumer Research Division, 
General Motors. 


“The best thing in its field so far.” 
—HENRY C. LINK, The Psycho- 
logical Corporation. 


“Timely . . . will help businessmen 
frame and test questionnaires that 
will affect their methods of doing 
business after the war.’”’—Printers’ 
Ink 


“A very important contribution .. . 
of real value to students, research 
workers and all others interested in 
the use of questionnaires.”—RENIS 
LIKERT, Director, Division of Pro- 
gram Surveys U. S. Department of 
Agriculture. 


“Helpful, authoritative and well 
done.”—American Business. 
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Ronald Press Books 
FOR MARKETING MEN 


Wholesaling— 
Principles and Practice 


By Theodore N. Beckman, Ohio State Univ. 
and N. H. Engle, Univ. of Washington; both 
formerly with U.S. Department of Commerce. 
Covers an important, dynamic field, its com- 
ponent parts and functions. Reference book 
for economists and business men. 61 tables. 
628 pp. $4.00 


Public Warehousing 


By John H. Frederick, Univ. of Texas. Deals 
with organization, economic service and legal 
aspects of warehousing, with its place in dis- 
tribution. A book for warehousemen, traffic 
managers, sales managers, bankers, business men 


and students. 18 tables. 301 pp. $3.50 


Analysis and Control of 
Distribution Costs 


By J. Brooks Heckert, Ohio State Univ. A 
book to aid accountants and marketing execu- 
tives in analysis, direction and control of mar- 
keting effort. Problems and suggestive illus- 
trative methods of practical value. 420 oo 


Successful Mail Selling 


By Harold P. Preston, Mail Order Consult- 
ant. Here is a book that will help you think 
clearly and intelligently about selling prob- 
lems. Even the expert will find this helpful as 
it restates fundamentals. 34 illus. 228 pp. $3.00 


Manufacturers’ Product, 
Package and Price Policies 


By Albert W. Frey, Dartmouth College. 
Analyzes policies and practices of manufac- 
turers in modern merchandise management. 
Emphasizes price policy, consumer desires, 
packaging and accurate sales estimates as af- 
fecting profits. For business executives. 429 
pp. 

Market Research and Analysis 

By Lyndon O. Brown, Northwestern Univ. 
and Vice President, Foote, Cone and Belding, 
Chicago. Such important subjects as quanti- 
tative, sales and product analysis; market 
trends; advertising research are fully dis- 
cussed. 487 pp. 


Product Standards and 
Labeling for Consumers 


By Alice L. Edwards, Mary Washington Col- 
lege, formerly Exec. Sec., American Home 
Economics Association. 134 pp. $2.50 


Sales Management 


By Herman C. Nolen and Harold H. May- 
nard, both of College of Commerce and Ad- 
ministration, Ohio State Univ. On modern 
scientific sales management which bases selling 
decisions on evidence, facts and fundamentals. 
505 pp. $4.00. Problem book, $.75. Both com- 
bined. $4.50 


Merchandising Guide 


By M. David Potter, Long Island Univ. For 
students and those in business who need or- 
ganized help to master the subject and handle 
it systematically. Covers specific situations 
showing definite procedure for handling them. 
Many problems and practical illustrations. 150 
pp. 

Merchandising of Fashions 

By John B. Swinney, Managing Director, 
Uptown Retail Guild. Offers expert advice to 
young men and women on the opportunities for 
fashion careers. Here at last is a book, written 
by an expert, that gives principles, ideas, 
methods for success. 397 pp. $4. 00 


Retail Store Operation 


By Paul H. Nystrom, Celumbia University; 
President Limited Price Variety Stores Associa- 
tion. Simple, comprehensive treatment of funda- 
mentals of the subject. For student or junior 
executive wishing to prepare himself for man- 
agement. Charts, tables, 61 illus. Fourth Edi- 
tion. 702 pp. $4.50 


Elements of Retail Selling 


By Paul H. Nystrom. A well-organized man- 
ual for beginners’ study of retailing, whether 
students or already employed. Arranged pro- 
gressively, it condenses a wealth of material 
on how to get ahead. 21 illus. 369 pp. $2.40 
Advertising Layout 

and Typography 

By Eugene deLopatecki, Associated with the 
Hearst Business Magazines. Quick, easy tech- 
nique for all who prepare advertising with 
simple methods of choosing and calculating 
type. Covers designing layouts, effective use of 
space, guidance for printers. 133 pp. $3.00 


Typographer’s Desk Manual 

By Eugene deLopatecki. Arranges for quick, 
easy reference many factors the designer must 
consider: set size, visual size, basic design, 
weight, legibility, derived faces, range of point 
sizes, personality. Saves time, offers new com- 
binations. 87 pp., 9” x 12”. $3.50 








Send for General Catalog of Books 





THE RONALD PRESS COMPANY, PUBLISHERS 


15 East 26th Street 
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for marketing men 


who want to know when a statistical cal- 
culation can be useful and how to put the 


calculation into effect 








who would like a practical and authorita- 




















tive guide to the 


STATISTICAL ADJUSTMENT 
OF DATA . DR. W. EDWARDS DEMING, 


head mathematician of the Bureau of the Census, has written a 








book to your needs. Methods of adjustment are more than theory 
—they are a way of arriving at a figure that can be used for a 
given purpose. This text embodies the latest developments and 
methods in statistics and combines them with earlier develop- 
ments in curve fitting. It brings together under one principle and 
one solution the different kinds of problems. All of the recom- 
mended procedures have been tested in use and many in mass 


production. 
































The book offers complete computational procedure for almost every 
kind of practical problem; routine procedures for fitting any curve, 
whether one or both variables are subject to error; procedures and 
skeleton table forms for numerical calculation. 

















261 pages; $3.50 
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For membership in 


THE AMERICAN STATISTICAL 
ASSOCIATION 


apply to 


Secretary, AMERICAN STATISTICAL ASSOCIATION 
1603 K Street, N.W., Washington 6, D.C. 


Annual Membership $ 5.00 % 
Life Membership $100.00 +e ¥%& 


% Members under 30 pay annual dues of only $3.00 for their first year 
of membership. 


%** There will probably never be a more advantageous time than the 
present to invest in a permanent membership in the Association. 

















AMERICAN ECONOMIC REVIEW 


Contents 
Volume XXXIV March, 1944 


I i cccdavedawsesensenesecvesdsosonscecs A. B. Wolfe 


The Underwriting of Aggregate Consumer Spending as a Pillar of Full- 
PM <cbecsccesnacecsstoesssaesnseeeses J. H. G. Pierson 


Federal Regulatory Agencies and the Courts William H. Nicholls 


The Rise of Independent Unionism: The Decline of Labor Oligopoly 
Mary Kleem 


The War Labor Board: An Experiment in Wage Stabilization ....J. C. Record 


Communications, Reviews, Periodicals, and Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 
Economic Association and is sent to all members. The annual dues are $5.00. Address editorial 
communications to Dr. Paul T. Homan, editor, AMERICAN ECONOMIC REVIEW, c/o Brook- 
ings Institution, 722 Jackson Place, N.W., Washington, D.C. (temporary address) ; for in- 
formation concerning other publications and activities of the Association, communicate with 
the Secretary-Treasurer, Dr. James Washington Bell, American Economic Association, North- 
western University, Evanston, Illinois. Send for information booklet. 
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